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THE author of Darkest England and the Way Out had 
no monopoly of the Central Africa conception of philan- 
thropic work. <A great slum, reeking with vice and 
crime, and in its midst a sort of moral stockade, from 
which valiant and pure young men and women go forth 
to unknown dangers,— this is something like the ordinary 
conception of a university settlement, repeated so persist- 
ently that it is almost a wonder the university settlers 
are not more frequently deceived about themselves. In- 
deed, the romance-loving public is loath to believe that 
the Whitechapel known to the timid imagination of West 
London —or New York and Boston, for that matter — 
does not really exist. And even more discouraging is the 
occasional reluctance to believe that there is no such sen- 
timental rendezvous for Good Samaritans as the Toyn- 
bee Hall of conventional imagination. 

On the other hand, it would be an error to suppose 
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that all the world has been thus complacent. The 
University Settlement movement has always had two 
sorts of critics as well as two sorts of admirers: first 
and foremost, naturally, the critics and admirers who 
know least about it; secondly, those who know it best. 
The extreme praise and the radical criticism have almost 
always come from the former party: on the one hand, 
this extravagance which lapses into insipid praise of this 
evangel of estheticism and good will in what people are 
pleased to call the “slum” of a great city; and, on the 
other hand, the cynicism which characterizes the whole 
movement as “rose-water for the plague,” or, at the best, 
as a sort of philanthropic picnic in a wilderness of misery 
and sin. 

The best known example of the so-called University 
Settlement work is Toynbee Hall. Chronologically, and 
in quantity and variety of work done,— no less than in 
popular estimation,—it stands first; and, since points of 
resemblance are for present purposes more important 
than differences, we may proceed by the study of this 
typical experiment. Partly by financial accident and 
partly by natural desire to honor the name and give prac- 
tical expression to the ideals of a man whose enthusiasm 
had aroused considerable interest among the under- 
graduates of Cambridge and Oxford, Toynbee Hall be- 
came intimately associated with the methods and purposes 
for which Arnold Toynbee is supposed to have wrought. 
It is only fair to say, at the outset, that the connection is 
in great degree superficial and post-mortem. The ideals 
which the author of the Industrial Revolution dwells 
upon can scarcely be said to find adequate expression 
even in the best university settlement work of the present 
day. Both in the United States and in England this work 
is much talked of and little known. The ordinary defini- 
tion of its aims and of its methods has become little more 
than a repository for unclaimed philanthropic ideals,—a 
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sort of pound into which are driven all stray notions as to 
the work which a so-called University Settlement —a de- 
voted band of Cambridge, Oxford, or other university men 
or women, representing the highest education, culture, 
and what-not of the age — might do, when moved to bring 
the sacrifice of their services to a place like Whitechapel, 
which, in turn, is supposed to be an epitome for all that 
in modern civilization is most dangerous and loathsome. 

Such a stimulating contrast of culture and squalor in- 
evitably excites the imagination. Timid visitors of the 
sentimental sort who venture, upon a particularly bright 
and sunny day, to brave the dangers of a journey to Ald- 
gate East, return with vague notions that Toynbee Hall 
and the alleged People’s Palace are outposts of civilization 
in an unreclaimed territory, which, in some mysterious 
way, is probably all the more dangerous because its 
avenues are broad, its buildings no blacker than most 
London buildings, its business is teeming; because, in 
short, Whitechapel to the casual observer seems in no 
way related to the sensational home of disease and crime, 
—for, to the casual visitor, Whitechapel is disappointingly 
innocent. 

It is not my intention, at this juncture, to describe in 
detail the work which centres in Toynbee Hall. Sucha 
description, with its formidable lists of “smoking-confer- 
ences,” its social gatherings, lectures, clubs, entertain- 
ments, and classes in fine arts, chemistry, or French, dazes 
and confuses one, almost as much as temporary residence 
in the whirl of these activities stimulates the admiration. 

By way of illustrating and perhaps justifying the sug- 
gestion that the reputation of university settlement work 
is somewhat indebted to an excess of rather non-critical 
appreciation, it may be of passing interest to note the 
place which this movement has really occupied in the 
philanthropic horizon of people who are either so near 
the experiment or so far from it as to exemplify some 
of the stock peculiarities of sociological perspective. 
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In 1888 there appeared in Paris a three-hundred-page 
book on English schools and universities.* The genial 
author, Pierre de Coubertin, discusses in detail the facts 
and prejudices which puzzle a non-athletic Parisian mind, 
with a view to convincing his fellow-countrymen that the 
English educational systein is not so brutalizing as current 
accounts of foot-ball and school discipline would seem to 
imply. At the apex of this elaborately constructed argu- 
ment he places a discussion of Toynbee Hall, from which 
I quote the following characteristic passage : — 


Il y a d'autres ceuvres universitaires plus ou moins semblable 4 
celle-ci: plutét que de les énumérer toutes, j’ai préféré en analyser 
une en détail; cette analyse est tout & l’honneur des étudiants ; 
quelle ardeur philanthropique, et surtout quelle rectitude de vues, 
quelle intelligence de leur époque chez ces jeunes gens qui passent 
pour étre élevés d’une facon antique et rococo! 


And with equal gravity he remarks,— 


On pourrait ajouter que la vie est un peu triste pour eux dans cet 
exil; cependant tous ceux qui ont passé déja par Toynbee Hall sem- 
blent en avoir conservé le meilleur souvenir. 


If such a treatment is significant at all, it means the 
writer in question sees in this attempt to place the highest 
education in touch with deepest social ills the consumma- 
tion of educational ideals. If for no other reason, we 
should therefore be justified in asking definitely how far 
the actual administration of this somewhat novel enter- 
prise comports with the generous and affectionate picture 
to which the attention of students has so often been 
called. For America comes next, with a treatise under 
the express patronage of a no less important institution 
than Johns Hopkins University. It bears the date of 
January, 1889, and comprises an interesting biographical 
sketch of Arnold Toynbee, by Mr. Montague, of Cam- 


* L’ Education en Angleterre. Par Pierre de Coubertin. Paris: Hachette 
et Cie. 1888. 
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bridge, England; a sketch of the work at the settlement, 
by Mr. Philip Littleton Gell, president of the council; 
and, finally, an apologetic account of the New York 
Neighborhood Guild, by Mr. Charles B. Stover, embody- 
ing a strong appeal for a true university settlement in 
New York,—an appeal which seems to have been prophetic 
of recent changes there. It is useless to dwell on the less 
weighty manifestations of a tendency to indiscriminate 
laudation which has from time to time taken the form of 
appeal leaflets or newspaper editorials. Even the New 
York Nation has found unwonted satisfaction in this 
“new ministry to the poor”; and the latest contribution 
to the descriptive literature of the subject is in a series of 
published lectures on English Social Movements, by Mr. 
Robert Woods, head of the Boston Toynbee,— Andover 
House. 

All this would be of little consequence if it concerned 
but one small enterprise or group of workers. The evjl 
comes when people start with the over-generous laudation 
of a Toynbee Hall, and end—or seem to be ending — 
with the general belief that a multiplication of similar 
efforts is all we have any right or reason to expect of 
picked men and women of university training. A few 
years ago one might have spared himself the ungracious 
réle of direct criticism, secure in the feeling that time it- 
self, without any officious offers of personal assistance, 
would inevitably turn on the cold water douche of criti- 
cism which replaces nowadays the sword of Damocles, 
and drips premonitorily upon the head of each new plan 
for the regeneration of mankind. And, unquestionably, 
time has done its work so well that enthusiasm is being 
tempered with more discriminate praise or wiser criticism. 
Still, no one can fail to be impressed with the strong hold 
which the vague possibilities of university settlement 
work have upon the imagination and the pocket-books of 
younger and older people. The number of settlements in 
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England has increased with marked rapidity. Inspired by 
the success of Toynbee Hall, and still more, perhaps, by 
the combination of social work with greater religious 
enthusiasm in the neighboring enterprise of Oxford House, 
a score of church or school missions are hastening to in- 
corporate the settlement feature in their religious and phil- 
anthropic methods. Already London is said to have a 
large number of such enterprises. Many of them are very 
small; most of them exemplify in some degree the newly 
discovered enthusiasm of the churches for the “ masses,” 
and therefore differ somewhat from the perfect religious 
impartiality which honorably distinguishes Toynbee Hall. 
The spread of the work in other parts of England is less 
conspicuous; though similar experiments in Edinburgh, 
Glasgow, and other cities have attracted some attention. 
In the United States the enthusiasm is growing. The set- 
tlement for university men in New York is a remodelled 
neighborhood guild enterprise, of recent date. The work 
of the women’s settlements at Rivington Street, New 
York, and at Hull House, in Chicago, is warmly ap- 
plauded. Later, and only very recently, has come Profes- 
sor .Tucker’s realization of a long-cherished plan for a 
Toynbee Hall in Boston, under the name of Andover 
House,— an enterprise which at its inception disarms criti- 
cism, and promises to profit in an eclectic fashion by the 
experience of those whose example it follows. It is, there- 
fore, with genuine satisfaction at what has been accom- 
plished that I turn once more to a somewhat critical esti- 
mate of the methods and results still best typified by 
Toynbee Hall. 

To speak plainly, then, Toynbee Hall is, in the words 
of one of its oldest and ablest members, “one of the 
pleasantest clubs in London.” It has, at most, accommo- 
dations for some two dozen men, who are termed residents, 
visitors, or guests, according to the duration of their stay 
and their other qualifications for participating in the con- 
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duct and management of the Hall. Sometimes it is full; 
often it is not. The necessary expenses of members in 
residence vary; but board and lodging are never low 
enough to make the Hall a centre for impecunious philan- 
thropy. There is not the slightest suggestion of austerity 
or privation either in the men, their surroundings, or the 
location of the club. It is true a glance at the colored 
map of poverty and crime in the beginning of Mr. Charles 
Booth’s excellent book on Labour and Life of the People 
shows that the University Settlement is in the immediate 
vicinity of one of the darkest spots in Whitechapel, but 
there is little else to indicate any special isolation; and 
the frequenter of “ polite society”” who may be lodged at 
Toynbee Hall has two underground railroad stations close 
at hand, and innumerable ’buses, trams, and cabs disput- 
ing for the privilege of putting him down in any part of 
London. It is true the broad streets are filled with the 
roar of traffic and the distracting noise of city life; but 
the student finds himself in another world when he passes 
through the low archway under the grimy warehouse that 
protects his pleasant court-yard and its group of tasteful 
buildings from the noise and sights without. It is true 
there are, just behind, wretched streets and foul alleys full 
of houses that are desolation without and squalor within ; 
but the drawing-room at the Hall might make many a club 
man envious, and it never fails to win from the stranger 
an exclamation of surprise at its elegance and of pleasure 
at the works of art upon its walls. It is true there are 
people starving close at hand,— helpless old ladies of better 
days, too proud to beg; debauched men and women, too ; 
and hags stewing their messes of tea or crouching over 
their bread-crusts and remnants in the reek of a lodging- 
house fire; but the dining-hall at Toynbee is high, and 
hung with paintings by Walter Crane or Watts, with a 
frieze of escutcheons from the colleges at Cambridge and 
Oxford. The walls are of esthetic tint, adorned with 
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panels and designs,—the pride of Toynbee once, and a 
product in part of the manual and artistic training given 
to some of its earlier pupils. It is true there are half-clad, 
shivering wretches, with no pence for a bunk at the mean- 
est lodging-house, who walk the streets of a winter’s night 
to keep from freezing, who would drink the pence if you 
gave them,— nomads, to whom the seclusion of a private 
sleeping-room is scarcely a memory, or even a hope; but 
unhappily there are other parts of London darker still. 
What is the resident’s relation to all these needy folk 
his presence in Toynbee indicates a desire to help? Is 
he a man of business, secretary of a co-operative printing 
establishment, civil engineer, a barrister, or a subordinate 
ina bank? He goes to his work in the city, returns to 
lunch sometimes, makes one of the cheerful assembly at 
the long dinner table at dusk, and keeps his evenings free 
—many of them at least— for work connected with the 
Hall. He teaches French perhaps to a handful of ambi- 
tious pupil-teachers or clerks, smokes his after-dinner pipe 
with one of the workingmen’s clubs in a neighboring 
street, tries to be friendly with these caricatures of fash- 
ion as they smoke execrable tobacco over equally unseduc- 
tive beer. Is he one of the half-dozen residents whose 
time is largely given to philanthropic work? He likewise 
goes to the tasks he has gradually selected as best adapted 
to his philanthropic genius and most helpful to the people 
whose wants he has come to know,—as practical manager 
of a charity organization bureau perhaps, an inspector of 
schools, or — greatest triumph of all—a member of the 
school board chosen at the recent elections; a citizen of 
leisure, in short, methodically, modestly, and efficiently 
discharging his self-imposed obligations to the community 
in which he has chosen to live, devoting his leisure to the 
sanitary, educational, and moral improvement of his 
adopted fellow-citizens. Is he an American student of 
philanthropic methods and so-called social problems? He 
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has his preliminary conference with the warden, promises 
to look about him and find a place, learns speedily that 
each one of the older residents has more irons in the fire 
than he has people to watch them; and, in the end, the 
virtuoso compromises by spending the days with each one 
in succession till he can decide for himself. 

Thus passes the day, disturbed only by the usual num- 
ber of visitors who have come all the way from West Lon- 
don or from New York, perhaps, to “do” Whitechapel, 
and see the work they have heard so much about. And 
the good-natured resident who happens to be staying at 
home shows them about, and sometimes ends by taking 
them to see how very different from what they thought it 
was the so-called People’s Palace is. 

In the evening all is changed as by magic,— meetings, 
magic-lantern lectures, smoking-conferences, addresses by 
titled gentry, men of letters, and M.P.’s. Men, women, 
youths, poor, rich, reputable, disreputable, gather in the 
court-yard and the lecture-rooms. The motley throng ‘is 
swelled by the ladies and gentlemen who have volunteered 
to instruct or amuse by means of lectures, magic lanterns, 
or song, with the usual modest escort of curious relatives 
and friends from West London. A week of this, and the 
new worker and student of philanthropic methods finds 
himself divided between admiration and surprise. So 
much is being done: so many distinguished scholars, poli- 
ticians, and what-not have condescended to lecture on 
history, philosophy, religion, and subjects equally pro- 
found and indigestible ; so many neighboring clubs, though 
comparatively independent, are receiving aid from men in 
residence at the Hall, or people who use the Hall as a 
rendezvous; so many pleasant gatherings of people be- 
longing to societies in some way directed or influenced 
by people connected with the Hall; so much systematic 
instruction by the University Extension workers. 

In the end, however, he begins to inquire for results. 
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He awaits impatiently some indication of a systematic 
study and comparison of the results obtained by all these 
workers; for the committee meetings are few, and are 
given to the routine of allotting rooms for certain enter- 
tainments, to voting a supper for the social club of some 
member at the expense of the entertainment fund, etc. 
He begins to ask how much of all this activity which 
centres about him is really due to the University Settle- 
ment, of which he has heard so much; how far the uni- 
versity men, so much talked of, have really contributed 
to sound philanthropic methods; how much Toynbee 
Hall is actually doing for the depraved people who are 
all about ; how much of the work was going on before the 
club was founded, and how much would be lost if the 
club should cease to exist : — what, in reality, is the policy 
of the settlement. 

At last comes a favorable opportunity: the warden, 
welcoming a meeting of workingmen, English and foreign 
trades-union delegates, and the like, tells them in his speech 
that they are not the guests of an abstraction known as 
Toynbee Hall, but of the individual men who are making 
Toynbee Hall their home. Of “general” policy there is 
very little. Each man makes his friends. The only the- 
ory is the very simple one that, if each less fortunate 
brother in East London could have a more fortunate 
friend to give him a lift, the burden of degradation and 
suffering would be lifted, and there would be no more 
slums. 

At once the situation becomes clear,— the lack of sys- 
tem, the great diversity of interests, the absence of thor- 
oughness in the study of problems actually attempted, the 
unequal and inadequate distribution of men. This is why 
recently, in one of those rare assemblies of all the resi- 
dents, they read Browning instead of discussing a paper 
by some member, or group of members, who had made a 
systematic study of the condition of the people about them, 
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of the methods of assistance already in existence, of local 
abuses and administrative faults, of the actually best meth- 
ods of conducting workingmen’s clubs even, or of the 
existing literature in regard to certain experiments the 
settlement has in hand. 

Lest this sketch should seem incomplete or unjustly dis- 
paraging, let me anticipate criticism by admitting that no 
brief and adequate description could be given. It conveys 
but little notion as to actual superiority of work done, 
even if we resort to the statistical summary of the last 
annual report, and estimate the total number of people 
coming to Toynbee each week: to avail themselves of 
University Extension lectures, 327; to the various classes 
and reading parties, 320; to the Saturday and Sunday 
lectures, the smoking-conferences, and the library, some 
800,— about 1,450 in all for a weekly educational average 
during the winter months of 1890-91. Even when we 
have added some hundreds more gathered “for social 
purposes and for entertainment,” swelling the imposing 
estimate to 1,900 week by week, we still may supplement 
our applause for quantity by queries as to quality and 
methods, our satisfaction at what is by conjectures as to 
what might have been. Not that any one can for an in- 
stant question the immense value and pertinence of this 
educational activity. It is easy to share the enthusiasm 
of those who see in this the beginnings of a great “ demo- 
cratic university.” But if we are to judge Toynbee Hall 
by standards of educational efficiency alone, it is but fair 
to bear in mind that in this very department where suc- 
cess is most imposing the nucleus of efficient organiza- 
tion comes from without. In fact, Toynbee justly prides 
itself on having become the “ home of the oldest centre of 
the London University Extension Society.” In this re- 
spect, as in many others, the best function of the settle- 
ment has been to facilitate rather than to originate; to 
furnish a convenient centre for enterprises which must 
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otherwise have pursued their work under less favorable 
auspices; to concentrate and stimulate and educate enthu- 
siasms which might otherwise have felt the chill of isola- 
tion. It is true there is no lack of other enterprises in 
which the contribution of the settlement has been more 
positive. One reflects with satisfaction on the helpful 
relation of the settlement to the semi-student life of the 
forty-five young men in residence at the settlement build- 
ings known as Wadham and Balliol Houses, a certain 
minimum of study being the necessary qualification for 
occupancy. No less significant is the unexpected record 
of what is known as the Toynbee Travellers’ Club. “As 
before, the Toynbee Travellers’ Club is,” in the words of 
the report above quoted, “perhaps the most effective 
bond of union among the students.” Yet, in view of 
this statement, I fear those who are strangers to the re- 
sources of a Whitechapel will read with astonishment the 
financial report for the three expeditions made last year. 
In August, 1890, fifty-two members went to Switzerland, 
— some to the Bernese Oberland, some to Monte Rosa.— 
at the extremely low average cost of £13 per head. At 
Easter fifty-two visited Florence,— touching at Lucca, 
Lucerne, Stressa, and Como,— at an equally low cost of 
£12 4s. per head, with an added £1 for “casual ex- 
penses.” One forgets that he is reading of a White- 
chapel club on learning that the third expedition at 
Whitsuntide “was designed for those especially whose 
leisure or means were too limited to allow of a visit to 
Italy or Switzerland.” This time a party of thirty-four 
visited Paris for a week, at a cost of only £4 10s. per 
head. 

Obviously, an “ effective bond” of union which involves 
an expenditure of from twenty to sixty dollars per trip 
is scarcely effective to the poor folk we are wont to pity 
most, even when facilities are offered for gradual repay- 
ment of expenses on the instalment plan. Surely, there 
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are other societies content to use the Sundays, half-holi- 
days, and cheap fares to bring these prisoners of a great 
city out into the beauty and inspiration of the circle of 
open country half an hour from London; and we turn 
with some relief to the record of the Toynbee Natural 
History Society, with its fifteen whole and half-day excur- 
sions, its two “double day” excursions, and one for a 
week. Yet even here the average cost to the 20 or 30 
participants is estimated at “ under half a crown, including 
a good tea,” for the day excursion, and under 30s. for the 
exceptional week. Here, too, there is an acknowledged 
difficulty with the two dangers of “ exclusiveness of money 
and knowledge”; and, sad to relate, most of the darkened 
lives we had in mind would never be reached by sunlight 
even at the low rate of two and sixpence per day, however 
seductive the included “ good tea.” Indeed, to those who 
are in the habit of regarding the Toynbee settlement as a 
special attempt to reach farther downward and deal with 
the peculiar problem of a slwm, the advanced character of 
the University Extension work, and of many of the public 
lectures, will also be a matter of some surprise,—a still 
further indication of the rather select character of much of 
the work. 

None the less, there are other agencies warmly supported 
by Toynbee residents, which are open to no possible sug- 
gestion of exclusiveness on grounds of money, leisure, or 
knowledge. The athletic clubs, the children’s holiday 
workers, the other varied forms of organization for men 
and women, school-teachers and youths; the efforts to 
assist the legitimate work of labor organizations and co- 
operators; the debates, popular lectures, conferences, pic- 
ture exhibitions; the visits to museums; and a score of 
other influences which have already excited our admira- 
tion,—all are genuine though somewhat disconnected 
efforts to grapple with local and specific evils. Moreover, 
I am far from deprecating the necessarily advanced and 
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select character of the work done and of many of the 
people reached. True, it helps one understand the com- 
parative indifference of those wretched people we spoke of 
in the narrow streets and lodging-houses as to the exist- 
ence or non-existence of the Hall; but we easily recog- 
nize the force of the reasoning which leads the council to 
congratulate itself that Toynbee “has been justified in 
attracting to itself a large body of students, many of 
whom are among the well-to-do of East London.” It is 
simply a practical application of the New Testament doc- 
trine of the survival of the fittest,—the giving to him that 
hath, and can make best use of what he receives. Indeed, 
this lesson seems to me of utmost importance to those in- 
terested in this type of work. The most deserving are 
not always the most picturesque, but they are generally 
best worth saving, for all that; and every successful effort 
to brighten and enrich the lives of those whose better ex- 
ample and purer homes must be the real means of re- 
generating the less fortunate is, in truth, aid given to the 
natural, permanent, and most helpful form of “settle- 
ment,” —the home. It is therefore by allying himself to 
the remnants of slum respectability, by bringing strength 
to indigenous germs of moral excellence, that the settler 
may hope to multiply his own influence for good. 

Besides, it is sometimes worth while to make a virtue 
of necessity ; for it is in giving to those who have that 
the University Settlement — especially the settlement com- 
posed of recent graduates— is least likely to be unsuc- 
cessful. The gulf between giver and receiver here is not 
so wide. For university youth, separated by birth and 
education from the extremes of social degradation, are 
wont to overestimate their tactful capacity for regen- 
erating those they know least about. Imagine a slum 
“brotherhood” or club composed of dock “casuals,” 
penny-toy venders, and the like, representing the normal 
crop of indigenous vices, liberally recruited from the 
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moral precipitate of the so-called upper classes. Add to 
this choice collection the leaven of some half-dozen re- 
cent graduates, whose readiest means of symbolizing their 
pervasive sympathy is by a democratic mingling of the 
fragrance of their after-dinner pipes with the fumes of 
more plebeian weeds. On which side, think you, is the 
balance of this world’s wisdom,—on the side of him 
whose Ishmael-like struggle for existence has developed 
those precocious instincts for “sizing men up” and 
“working them ” which sometimes compensate the devel- 
opment of wits at the expense of morals and physique, or 
on the side of him whose wits have been chiefly exercised 
in academic calisthenics? Even suppose you succeed in 
the end in transforming these rude beginnings into some- 
thing better,— successfully competing with the comforts 
and conveniences of the public house, replacing the temp- 
tations of beer and vulgar song with a score of healthy 
and hearty means of relaxation and amusement,— does 
any one suppose such a task an easy one, or such a trans- 
formation lightly wrought? On the contrary, failures and 
successes alike testify that it is a work of infinite tact, 
of infinite patience, and of wisdom purchased generally 
by long apprenticeship. Doubtless even the novice may 
succeed by the gentle compulsion of free lunch, or magic 
lanterns, or even free warmth, in bringing in the denizens 
of the by-ways and alleys,—especially in cold weather, 
when the by-ways are least attractive to those who have 
no means of insuring their welcome at the public house. 
But it is not enough to drink tea and smoke cigarettes 
with the great unwashed. They cannot be teaed or even 
lectured into the higher life, to any great extent. Doubt- 
less an empty stomach is the great gulf fixed between 
many a poor wretch and his higher self, and we do well 
to mix our maxims and our morals with strong tea and 
edibles; yet, when everything is said, the philanthropy of 
the beefsteak, of the magic lantern, of the picture exhibi- 
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tion, of promiscuous good will, and of vague esthetic so- 
cialisms, must be supplemented by something else if this 
new advent of the university settler is to mark an epoch 
in philanthropy. 

What, then, is to be done? There are two ways of 
regarding these settlements: first, as to the good the 
workers do to themselves; secondly, as to the good they 
do to others. Judged by the former standard alone, 
they amply justify their existence: judged by the latter, 
they still offer unique possibilities to such as are fitted to 
use them. First, then, as to these opportunities for self-im- 
provement. Young men nowadays are so fond of cover- 
ing their good impulses with an egotistic veneer, and prat- 
ing about the value of this or that as a matter of self- 
discipline, that it is a pleasure to recognize an undisguised 
home missionary spirit among university students. Still, 
I fear it may with some show of justice be maintained that 
the most valuable result of university settlement work is 
to be found in the experience gained by youth who are 
afforded an opportunity to cut their wisdom teeth. 

In all humility and soberness let it be admitted that in 
learning rather than in teaching the philanthropic vir- 
tuoso has to look for his greatest reward. And it is in 
precisely this facility for apprenticing college graduates to 
existing organizations that the University Settlement may 
be of most service to temporary or even permanent resi- 
dents. In other words, it will help most not so much by 
instituting “new departures” and philanthropic reforms 
as by painstaking study, assistance, and criticism, it may 
be, of the great network of organizations and agencies 
already developed. To be successful, such a scheme of 
definite apprenticeship must be backed by the requisite 
amount of discipline and organization. It involves a divi- 
sion of work and workers along definite lines; a combina- 
tion of large liberty of selection with competent oversight 
and direction in the study of the chosen field. Unques- 
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tionably, such restraints would seem irksome to vague 
cravings for originality and reform, which are not content 
with this preliminary normal school training; but I am 
convinced that a little of the discipline of monastic life 
is necessary to prevent such an institution as a university 
settlement —like Toynbee Hall, for example—from de- 
generating into many of the juvenile eccentricities of 
college life. Otherwise, you may have the doubtful satis- 
faction of bringing your unregenerate man in contact with 
the most artificial and ephemeral phase of civilized life, of 
leaving him with an ideal in which eternal youth, free 
from the ties of family life, entertains its friends with 
dinners, pipes, lectures, songs and magic lanterns, in ample 
halls adorned with mysterious things esthetic, and in the 
end discusses the evils of society over black coffee and un- 
limited cigarettes. The dock laborers’ paraphrase of this 
is not a tidy home, a quiet life, an unpretentious method 
of enjoyment, but a club with billiards, beer, and comic 
songs, with a stage for such poor vulgar plays as he can 
pay for or devise. As for wife and child and home and 
self-contained resource, even the most recent innovations, 
in the form of “ladies’ nights” and “temperance drinks 
only,” have scarcely made the best conducted working- 
men’s clubs a nursery for such ideals. The head-wagging 
portion of the community is always ready with its “I told 
you so,” and one hates to give it any reason for self-gratu- 
lation; but the truth is that young and inexperienced 
heads are no better here than elsewhere in the world. To 
do well at a trade, one must learn it; and this becomes 
more evident as charity becomes more scientific. 

But, quite apart from this training of efficient critics 
and workers, the University Settlement has another func- 
tion of great importance, if judiciously exercised. It is 
difficult to overestimate the value of a brief and compar- 
atively superficial sojourn, which teaches the prospective 
clergyman or politician or president of associated charity 
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organizations and anti-tenement-house leagues how the 
other half. lives,— yes, and smells. What is the natural 
history of your “slum”? It is the natural history of 
many of the “social questions” and city questions we are 
so fond of legislating out of existence nowadays,—a 
normal product of inherited weakness and morbid en- 
vironment. Would you know that life? Then live it,— 
or something approximating it; and, in the attempt to do 
this, the settlement will prove of great value. The danger 
here is superficiality,— superficiality of motive, of short- 
term residence, of mistaking curiosity or love of sensation 
and adventure for serious purpose to help and learn. 
Doubtless this danger of unconscious posing is easily 
exaggerated; and yet there is a suggestion of it some- 
times in the talk about this tiny movement as a tardy 
recognition of the great debt which the university owes 
the “masses.” But, after all, there is wonderfully little 
of this self-elected scapegoatism. Most of these indiscre- 
tions are, as we have seen, the work of admirers. 

So much for some of the good the settlers do them- 
selves. On the other hand, it is just here, in living con- 
tact with problems of gravest import and tragic interest, 
that the great opportunity of university men and methods 
lies,— perhaps the most hopeful answer to our second 
query, as to the good the settlement workers may do 
others. What at present does philanthropy need most,— 
more emotion, more money, more men and women? All 
these, perhaps; but, above all, facts,— not mere instanta- 
neous statistical photographs, but carefully, conscien- 
tiously, and humanly observed and recorded facts, and 
whole facts. Now, whatever the limitations of college 
men and women, they have by virtue of training and tra- 
ditions a special reverence for facts, and special fitness for 
the work of recording and presenting them. In philan- 
thropic economy, therefore, it would seem but a natural 
division of labor that some such work, at least, should 
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fall to their lot. Indeed, at its very inception, the Univer- 
sity Settlement movement recognized the peculiar fitness 
of undertaking this very work. The objects of Toynbee 
Hall, as announced in the original articles of association, 
were not only “to provide education and the means of 
recreation and enjoyment for the people of the poorer 
districts of London and other great cities,” but also 
“to inquire into the condition of the poor, and to con- 
sider and advance plans calculated to promote their wel- 
fare.” And it is mainly for the strangely inadequate 
fulfilment of this latter object and opportunity that the 
enterprise is disappointing. I might, with some reluc- 
tance, go even farther, and hazard the opinion that this 
failure to do work commanding the respect of the best 
university men has cost Toynbee Hall the allegiance and 
presence of men who would naturally have been its most 
vigorous supporters. Not that there is any lack of pub- 
lishing at Toynbee. The annual reports are extremely 
interesting, and the monthly bulletin known as The Toyn- 
bee Record contains no end of details supposed to be of 
interest to those whose approval is financially of first 
importance. But the Record has more the characteris- 
tics of undergraduate than graduate work; and with all 
the wealth of material at hand, and with all the craving in 
other cities and other countries for helpful information, 
and all the peculiar aptitudes which Oxford and Cam- 
bridge graduates are supposed to have for study, de- 
scriptive, comparative, or critical, there has been no policy 
of definite aims and methods calculated to stimulate Toyn- 
bee residents to make the most of this great opportunity 
for service,—this double service, to fellow-workers and 
to those for whom ultimately all the work is done. At 
the same time it is a matter of congratulation no less than 
of self-reproach that Toynbee Hall has proved conclu- 
sively that work of the kind we are discussing may rea- 
sonably be expected. No better illustration of this could 
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be found than in the use which Mr. Charles Booth made 
of one or two Toynbee gentlemen in compiling his study 
of the Labour and Life of the People. Here, however, 
as in the case of some of the best educational work al- 
ready cited, the stimulus came not from within, but from 
without. Here, as in other efforts involving consecutive 
study and comparison, a fair amount of organization and 
discipline is essential to success. Obviously, this work 
of study and investigation presupposes training as well 
as discipline. It does not replace the apprenticeship to 
existing organizations, or the personal contact and sym- 
pathy with the people to be helped. It simply supple- 
ments them, as the best fruit of training and experience. 

Possibly, the emphasis here laid upon the limitations of 
social philanthropy, and upon the value of discipline, self- 
instruction, and scholarly aims, may be taken somewhat 
in disparagement of old-fashioned methods of loving one’s 
neighbor and helping him in the natural emotional way. 
Far from it. The practical aspects of good works are not 
likely to suffer depreciation in our day. The economics 
of philanthropy still teach that “he that hath pity upon 
the poor lendeth to the Lord”; and there seems to be an 
increasing satisfaction with the security on the part of 
those who have enough and to spare. Indeed, it is a sig- 
nificant and probably encouraging fact that philanthropy, 
in many of its varied forms of ministry to the poor, is 
se far losing its sombre hues as to be enrolled among 
the serious diversions of polite society. At times and in 
individual instances it even assumes the dimensions of a 
refined sport. The microbe is personified, sin is hunted 
down, and the wolf is driven from the poor man’s door 
with a zeal which suggests a new function for the exist- 
ence of evil in the world. And, even if the cynical psychol- 
ogist should cite the anise-seed bag to show that it is 
not the death of the fox, but the exhilaration of the hunt, 
that lures us on, we may still congratulate ourselves that 
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at last society has started game worthy of its prowess. 
Others of more ambitious metaphor prefer to talk of a new 
order of chivalry in these philanthropic days, with ladies 
as well as knights-errant. Still, how the fact is described 
is of little moment. It is one of the symptoms of our 
renaissance; and certain it is that this element of advent- 
ure has not been wanting in the popular conception of 
this special form of philanthropy which we are now con- 
sidering. 

In conclusion, let me ask that no words of mine should 
be construed in underestimation of the value of this great 
interest in city life and problems which the University 
Settlement movement more or less unconsciously stands 
for. It is in cities, in East Ends, North Ends, South 
Coves, that the sociological arena and laboratory are both 
to be found. It is a happy omen that scientific investiga- 
tion and popular interest have both felt the need, the 
opportunity, and the duty at the same moment. The 
books now publishing in London under the direction of 
Mr. Charles Booth show what the best sociological methods, 
university methods,— if you like, students’ methods,— busi- 
ness methods, can do to furnish facts, dispel false preju- 
dices, indicate safe lines of practical work. My plea is 
that university settlements should add to their charity 
wisdom, to their wisdom organization, to organization such 
education and propaganda as shall uncover wrong and 
give the great well-meaning, over-fed public no rest till 
old wrongs are righted and each new form of evil has met 
some stronger form of good. Can we afford to encourage 
these enthusiastic students, who might more happily be 
called citizens than “settlers”? Assuredly, we can, though 
not with the absurd notion that any large social salvation 
is to be purchased by this vicarious self-ostracism of a 
select few, or even that university settlers are at last to 
teach the world the true way of overcoming evil with 
good, by reversing the parable and sowing wheat among 
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the tares. Still, the movement and impulse is a healthy 
one; and we may even dare to hope there is something 
prophetic, an augury of good, in this instinctive turning to 
the great problems of city life. Again, can we afford to 
join with those who speak slightingly of “definite aims” 
and methods, who say, with the warden of Toynbee Hall, 
in a charming, apologetic preface to the last annual report, 
“that the best work is done by him who, living the best 
life he knows, shares that life with others; who, without 
schemes and views, gives every day his best to him who 
needs; and who leaves his day’s work to be fitted into a 
scheme beyond his understanding”? I speak humbly in 
the presence of the very wise and gentle man who writes 
those words, and has lived his words in loving deeds these 
many years. Perhaps, however, the best answer is to be 
found some pages further on in the body of the very report 
to which the vicar of St. Jude’s contributes the prefatory 
words just quoted. Reviewing the seven years’ appren- 
ticeship which Toynbee Hall has just concluded, to see 
how far the institution has fulfilled the “objects” to 
which the settlement was pledged, the report continues: 
“ As regards ‘inquiry’ into the condition of the poor, it 
has been chiefly in work done among the poor that such 
inquiry has been carried on; and it is a matter of regret 
that the floating knowledge of many of those who have 
lived and worked at Toynbee Hall has not more often 
been seized upon, systematized, and made accessible to all. 
It is our hope that this will ultimately be done, and a 
further step be taken during the coming year to make 
Toynbee Hall that source of information concerning the 
social and industrial conditions of the Tower Hamlets that 
many have long felt it ought to be.” 

However beautiful the spirit preserved in the official 
reiterations that the aim of all “is first to make friend- 
ships, and then through friendship to raise the standard of 
living and of life,” the regret expressed is certainly just. 
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My only hope is that our emulators of Toynbee Hall will 
spare themselves any such well-merited remorse. If our 
“new ministry to the poor” must call itself a settlement, 
and a university settlement at that, let it leaven the phi- 
lanthropy of best living, “ without schemes and views,” 
with a scholarly reverence and indefatigable zeal for meth- 
ods and definite aims. If it shall decide to live in com- 
parative luxury, and decorate its walls with things pre- 
Raphaelite and beautiful, in order to teach the “slums” 
how their other half lives, let it at least supplement Burne- 
Jones in the committee-room with a colored map from 
Mr. Charles Booth’s new geography of poverty and crime. 
If it shall meet from time to time for mutual conference 
and instruction, let the readings from Browning alternate 
with chapters from Labour and Life of the People. If, 
perchance, it shall publish itself in papers and reports, 
let the subscription-gathering details of lectures, concerts, 
and clubs be supplemented now and then by that mar-, 
shalling of facts, stronger and stranger than fiction, that 
shall be beyond the peradventure of cavil, holding the 
mirror up to city life till the “other half” shall know the 
wrongs, and right them, if need be, for very shame. It 
is this we ask for from these enthusiastic men and women 
who choose to represent the scholar in philanthropy,— not 
less than has been done, but more. 

EDWARD CUMMINGS. 








THE FUNDAMENTAL ERROR,.OF “KAPITAL 
UND KAPITALZINS.” 


THE very learned and interesting treatise of Professor 
Béhm-Bawerk has called forth a great deal of able adverse 
criticism, sufficient, as it appears to me, to discredit the 
results he attains. The book has, however, attracted so 
much notice, and such favorable comment in other quar- 
ters, as to make it evident that more remains to be said 
before the rebuttal of his theory will be generally ac- 
cepted as conclusive. Among the adverse comments the 
book has called forth, so far, at least, as they have fallen 
under my observation, there has been but little attempt 
to trace the assumed errors to the misconception which 
must underlie them if they are errors. If it can be 
unequivocally demonstrated, as I think it can be, that 
Professor Béhm-Bawerk has misconceived the nature of 
the problem he has set himself, that he is really unaware 
of what interest actually is, a point of view will be 
gained from which the dispute between him and his critics 
can be authoritatively determined, and from which, per- 
haps, some light may incidentally be thrown upon the 
problem of interest itself. 

This misconception appears very early in his work. It 
is to be found in what he has to say about the industrial 
function of the undertaker and the nature of his reward. 
Of what is there said it is only necessary at present to 
quote the concluding paragraphs : — 

“The question whether the so-called undertaker’s profit 
is a profit on capital or not I purposely leave open. 
Happily, I can do so without prejudice to our investigation ; 
for, at the worst, it is just those phenomena which we all 
recognize as interest that constitute the great majority 
and contain the characteristic substance of the general 
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interest problem. Thus we can investigate with certainty 
into the nature and origin of the phenomena of interest 
without requiring to decide beforehand on the exact bound- 
ary line between the two profits.’ * (p. 10.4) 

Now, it seems to me that the industrial function of the 
undertaker, the consideration of which is thus unceremo- 
niously brushed aside, must first be understood before the 
problem of interest can be attacked at all. Everybody 
recognizes that undertakers are the chief borrowers of 
wealth, and that their demand for money is the ruling cir- 
cumstance in the loan market. It would seem, therefore, 
that the nature of the demand they exert would have a 
good deal to do with what is paid for the use of capital. 
But it is not perhaps so well recognized that undertakers 
are really the only borrowers of wealth. Spendthrifts, 
indeed, borrow to support expenses in excess of their 
incomes. But such loans are made by them to avoid the 
depletion of capital funds of their own, and may be looked 
upon, therefore, as being borrowed for productive pur- 
poses. What the spendthrift really wastes is his own 
capital, or the capital he is supposed to have, and not the 
capital of the one who lends to him. 

Great divergence of view exists, indeed, as to what the 
industrial functions of the undertaker are. But, unless it 
can be shown that the employment of capital in produc- 
tion is not among them, it would ‘surely seem the natural 
course to pursue, in attacking the problem of interest, to 
find out why the undertaker is willing to pay interest on 
the capital intrusted to him, and why, also, he cannot ob- 
tain capital without paying interest. Now, the first of 
these questions cannot be answered at all, and the second 
only partially, unless we study industrial phenomena from 
the undertaker’s point of view. And we cannot attain 
this point of view until we have fully analyzed the nature 


* The Italics are mine. 


+ Mr. Smart’s translation, from which all my other quotations are taken. 
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of the income which serves as the inducement to his in- 
dustrial activity. But this essential knowledge is just 
what Professor Béhm-Bawerk refuses to avail himself of, 
for which, to be sure, there is this excuse to be pleaded: 
that, of all the four forms of income, profit is the least 
understood. And it must be frankly acknowledged in 
addition that the idea of profit held by Professor Béhm- 
Bawerk is also that of a great many other economists. 
Although the problem of profit is ostensibly eliminated 
from Kapital und Kapitalzins, enough is said to make it 
evident that profit is there looked upon as simply the 
wages of management,* and the undertaker as no more 
than the manager of the industry. The fact that he 
enjoys the sole control of the capital engaged is regarded 
as a mere incident of the personal efforts he expends in 
conducting the business. This view of the undertaker 
necessitates classing him among laborers ; and it is natural 
for one holding it to assume that the undertaker’s rela- 
tion to the problem of interest does not differ radically 
from that of other individuals of the same general class. 
But, while this attitude towards the undertaker prob- 
ably explains the omission to resolve profit, as a necessary 
preliminary to the resolution of the interest problem, it 
does not really excuse it; for the fact remains that, be he 
merely a higher kind of laborer or be he more than that, 
it is the undertaker alone who pays interest and uses capi- 
tal. And, this being so, how can interest and capital be 
understood, when he and his motives are ignored ? 
Professor Béhm-Bawerk is perfectly correct in his as- 
sumption that the wages of management, although earned 
by intellectual rather than physical exertion, are yet 
wages. It is also very rarely the case that the undertaker 
fails to earn such wages by exercising some personal con- 
trol over his enterprise. But, on the other hand, we per- 


* Many who hold similar views speak of insurance also as a constituent of 
profit ; but Professor Béhm-Bawerk correctly omits it on the ground that 
insurance is an element of cost, and not of gain. 
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haps as seldom come across an undertaker who does not 
delegate a part of his duties of management to agents 
paid by a salary. And if the peculiar form of income, 
usually spoken of as profit, is really only wages of man- 
agement, it is difficult to see why we may not properly 
speak of the salaries paid such agents as profit. Yet no 
one regards them in that light. 

The undertaker is often a landlord, and nearly always a 
capitalist; and a part of the income he enjoys, as a con- 
crete individual, is usually due to rent and interest. And, 
if the rest of his income is composed of the wages of 
management, there is no problem of profit at all. Accord- 
ing to this view of profit, it is a composite income; and the 
solving of its problem, if problem it can be called, con- 
sists simply in resolving it into its component parts,— of 
rent, interest, and wages. 

{But, if science is to justify the popular conception of V 
profit as fundamentally distinct from other kinds of in- 
come, it must do so by pointing to something the under- 
taker does for pay which is rewarded by neither wages 
nor interest, nor rent,— something which Professor Béhm- 
Bawerk has entirely overlooked. Now, just such a pecul- 
iar industrial function of the undertaker is found in his 
being the person who relieves others of risk. He it is who 
bargains with the laborer for the use of his personal 
efforts, with the landlord for the use of his land, and with 
the capitalist for the use of his wealth. To all these 
classes of economic persons he makes over, or engages to 
make over, a definite sum of value or power to purchase, 
and takes the chance of recouping himself out of the pro- 
ceeds of the product when sold. In doing these things, 
he evidently renders to each class a service similar to 
that rendered by an assurance company when it insures 
us against death, accident, or loss of property. Why 
should the undertaker do this? What is his inducement ? 
According to the view of his income held by Professor 
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Béhm-Bawerk, these risks are assumed for nothing. 
Sometimes he will sell his goods for more and sometimes 
for less; but, on the average, the undertaker will get back, 
in our author’s opinion, just what he has paid to the 
laborer, the landlord, and the capitalist, plus his own 
wages of management. In other words, all he secures 
for himself is the job of “bossing” the affair. Now, it 
is always pleasant to feel one’s self master; but this 
salve to vanity would hardly serve as a sufficient in- 
ducement to practical men of business. Neither is it true 
that by working for others they could not obtain wages, 
or a salary, very nearly, or fully, as large as what their 
personal efforts are worth in the conduct of their own 
business. Indeed, it often happens that they think so 
little of their own personal efficiency as managers, that 
they hire other men to conduct their business, or part of 
it, for them. But, even if it be granted that the under- 
taker can give himself a little better job than he could 
obtain elsewhere, will any such small advantage afford a 
sufficient inducement for undertaking the risks of busi- 
ness? The supposition is manifestly absurd. But some 
such inducement must exist, as the element of risk is in- 
separable from nearly all industrial activity. Except in 
the rendering of some personal services, in which produc- 
tion and consumption are simultaneous, and in which the 
producer and the consumer deal directly with each other, 
and in which, therefore, no element of profit appears, there 
cannot be any creation of value from which the element 
of risk is wholly absent. And in the end, and on the 
average, the final consumers of the product must pay in 
enhanced price the remuneration for the risk the pro- 
ducer takes upon himself.) Even the special instance of 
an industrial undertaking, which seems, and is, the most 
simple (and which on that account economists have usu- 
ally treated as a homogeneous act), is really composite. 
I refer, to adopt Professor Béhm-Bawerk’s own illustra- 
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tion, to the fisherman catching three fish a day. If he is 
catching the fish for his own pleasure or his own use, the 
doing so is indeed not a composite act; but neither is it 
an economic one, for there is no element of value present. 
But, if he is intending to sell the fish, he takes upon 
himself not only the risk of catching sometimes less and 
sometimes more than three fish in a day, but the risk of 
what they will sell for when caught. The fisherman 
working for himself is not simply a laborer, but an under- 
taker also. The element of risk affects even in this case 
the price of the product and the remuneration of the pro- 
ducer. Thus, if our fisherman catching on the average 
three fish a day, and selling them on the average at fifty 
cents apiece, was offered steady employment at one dollar 
and a quarter a day, he would probably accept if the 
proffered occupation was as agreeable to him as fishing. 
There is, then, in all industrial undertakings in which‘ 
capital is engaged, and in some also in which capital is not 
engaged, an element of risk which the final consumer has 
to pay for. And the reason is this: that everybody ex- 
cept the gambler — everybody, that is, engaged in indus- 
try — prefers a certainty to an uncertainty. To be relieved 
of a risk, we are all willing to pay more than the risk, cal- 
culated on the doctrine of chances, is worth. This is well” 
illustrated by fire insurance. You have a piece of prop- 
erty and are aware that the chance of its being destroyed 
by fire within a year is not over one in a hundred; but 
your whole fortune is in the investment, and you could 
not sleep comfortably with the possibility of losing your 
all weighing on your mind. You would pay two, three, 
or perhaps even four per cent. yearly to be relieved of so 
great an anxiety. You go to an insurance company, who 
offer to insure you for two per cent. And,if you should 
ask why they charge you double what the risk is 
worth, they would be apt to reply, “One per cent. is to 
cover the risk, half of one per cent. is for our expenses 
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[including wages of management, which Professor Boéhm- 
Bawerk considers profits], and the other half per cent. is 
for our profit.” Now, this last half per cent. is pure profit, 
— profit, that is, in the sense in which the term should be 
exclusively employed in economics; namely, to denote the 
peculiar form of income which differs radically from wages, 
interest, or rent. | Profit, the special reward of the under- 
taker, is, then, the income that arises from the chance of 
gain being greater than the chance of loss in risks as- 
sumed. | 

Now, why is it that, while the insured would pay three 
or four per cent. rather than run the risk himself, the 
insurer will relieve him of the risk for one and a haif 
per cent., plus expenses? Is it because insurers are less 
nervous about risk than the insured? Not at all; for it 
will be found that these same insurers, if they have any 
buildings of their own, will insure them in other com- 
panies, and, like their customers, would pay a premium 
of three or four per cent. if it were necessary. The 
reason is found in the well-understood mathematical 
principle that a number of ‘separate risks assumed by the 
same person tend to neutralize each other. On this 
account some very rich people adopt the policy of not in- 
suring at all, and others not quite rich enough to take all 
the chances insure for only part value. It is for this 
reason that insurance companies are so careful to keep 
their risks well distributed. And the principle affords an 
explanation also of the preference insurers always give to 
wealthy companies doing an extensive business. 


A Now, the undertaker does for business in general just 


what insurance companies do for a special risk, only the 
process is reversed. The insurance companies accept a 
definite sum for the assumption of risk, while the under- 
taker pays a definite sum for a product the value of which 
is uncertain. But the principle is the same, as the insurer 
charges more than the risk is worth, while the under- 
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taker pays less than the product will probably sell for. 
Both relieve others of risks for a consideration which 
others are glad to give. Both, therefore, render a service 
worth more to its recipients than the price they have to 
pay, and yet worth less to themselves than they receive 
for it. It is, to paraphrase Professor Béhm-Bawerk, a 
mutually advantageous exchange of “certain goods” for 
“uncertain goods.” 

But “certain goods” are always “present goods,” and 
“uncertain goods” are always “future goods.” There is 
an element of time in the one case as in the other. And 
if this element of time resolves the problem of interest, 
which is the objective point of Professor Béhm-Bawerk’s 
treatise, it resolves the problem of the undertaker’s profit 
also. But it surely seems absurd to suppose that two 
such utterly dissimilar things as interest and profit are 
both fully explained by a single circumstance ; and yet, as 
we shall see later, the “surplus value” which Professor 
Béhm-Bawerk defines and treats as interest is a com- 
posite sum of interest proper and profit proper, and by no 
means homogeneous, as he assumes it to be. It is true 
enough, as Professor Béhm-Bawerk claims, that the pur- 
chasing power of present goods equals the present pur- 
chasing power of future goods. This entitles us, indeed, 
to claim for the owner and for the risker of capital that 
they are entitled to divide between themselves the differ- 
ence between the present and the future value of future 
goods; but I wholly fail to see how the “ principle of dis- 
count” solves either the problem of interest or the prob- 
lem of profit. The question immediately arises, Why 
should the lapse of time afford in the one case interest to 
the capitalist and in the other profit to the undertaker? 
When this question is asked about interest, are we not 
obliged to seek the answer in some theory of capital sim- 
ilar, at least, to the productive, use, and abstinence theories 
which Professor Béhm-Bawerk condemns; and are we not 
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bound to found our theory of profit upon the phenomena 
attendant upon risk? 

The best test perhaps of the adequacy of time to ex- 
plain either interest or profit is to be found in the expla- 
nation it affords us of the variations in their rates. Other 
things remaining unchanged, the rates both of interest 
and profit do vary with the necessary lapse of time be- 
tween the production of anything and its sale; but there 
are variations in both these rates which are far more im- 
portant, in a scientific sense, than those due alone to time. 
Does the element of time explain why a bank in the West- 
ern and Southern States will be able to lend at eight or 
ten per cent., while the Bank of England is lending, on 
no better security, at two or three per cent.? Or does it 
explain why the average of net profit is higher in a risky 
than in a safe business? Surely, the problems of interest 
and profit are not solved until such variations as these are 
explicable. 

If the English reader will examine carefully the distine- 
tion drawn between “gross interest” and “net interest” 
in Kapital und Kapitalzins, he will notice that the use of 
the term “gross interest” is one he is wholly unaccustomed 
to. No educated American or Englishman would speak 
of the rent, or hire, of a house, or of the gross gains of a 
business as interest. But allowing the term, and merely 
noting, as we pass along, that it could hardly have been 
selected by any one holding precise views of the nature 
of interest, we find Professor Béhm-Bawerk defining net 
interest in two ways: first, as “ what can be obtained by 
a perfectly safe loan of capital”; and, secondly, as “ what 
is usually paid for the loan of capital to be employed by 
undertakers.” Throughout his book he treats these two 
conceptions of interest as identical. That they really 
differ very radically is perhaps made sufficiently evident 
by placing his two definitions in juxtaposition; but the 
distinction is so important to any analysis of Professor 
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Béhm-Bawerk’s theories that it may be well to enforce it 
by an illustration. A wealthy man who has funds to 
spare finds that by buying government bonds he can get 
24 per cent. on his investment. So doing, he loans his 
money on the best security there is. But he can also lend 
his money by buying good business paper, and he pro- 
ceeds to calculate which he had better do. He says to 
himself: “If I buy‘paper, I shall have to give a certain 
amount of attention to credits; and part of the time, while 
looking around for paper that suits me, my funds will lie 
idle in the bank. About 4 per cent. will make up for this 
probable loss of interest and pay me for my personal 
efforts. Besides this, there is some risk in trusting indi- 
viduals; and my money may lie idle longer than I antici- 
pate. These risks, as nearly as I can calculate, are not 
over 1 per cent. per annum for the class of paper I pro- 
pose to buy. This makes 4 per cent. which I must get 
to pay me for the use of my capital, and for my personal 
efforts, and as insurance.” Now, will this man buy paper 
at 4 per cent.? He surely will not do so if he is a good 
business man. He will demand some compensation, be- 
sides the mere insurance, for the risk he is to run. 

It is customary for undertakers to charge up to inter- 
est account all thit they actually pay for the use of 
money. Consequently, the word “interest” is used in 
popular parlance to cover all sums so paid over. But, 
looked at from the scientific point of view, this so-called 
contract interest is seen to be made up of three distinct 
parts. Regarded as compensation to the lender, it in- 
cludes, besides pure interest, a reward for the risking of 
his capital and a reward for personal effort in investigat- 
ing credits and placing loans. The final analysis of what 
is usually called interest, and what Professor Boéhm- 
Bawerk treats as pure interest, shows it to be really a 
composite income, made up of pure interest, pure profit, 
and wages of management. But, even if there is an eco- 
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nomic problem of interest in the vulgar meaning of the 
term “interest,” it is manifest that it is not the economic 
problem of pure interest, as Professor Béhm-Bawerk 
assumes it to be. It is not a simple problem, the solution 
of which can be based upon a single phenomenon, the 
lapse of time, but a compound problem, the solution of 
which must be found in three radically distinct classes of 
phenomena,— those, namely, which determine the safe 
employment of capital, those which govern the risks 
attendant upon the security offered, and those which influ- 
ence certain kinds of personal exertions. 

There is, perhaps, no principle governing economic in- 
vestigations more imperative than the rule that the classi- 
fications and distinctions of the science, to be fruitful, 
must be founded on function. The moment we begin to 
select concrete individuals or concrete phenomena, and 
class them into groups, we are lost. Not an individual 
can be found who does not engage in more than one way 
in production. Even the propertyless laborer has one 
element of risk in his environment,— he can never be sure 
of steady employment. The possessor of wealth cannot 
wholly avoid risking it, and must give some personal 
attention to his affairs. The owner of land takes the 
chance of its value changing. And the undertaker never 
confines himself to running risks the management of 
which is wholly given over to others, and it is but very 
rarely the case that all the capital engaged in his enter- 
prise is borrowed. It would be perhaps impossible to find 
anywhere a single individual whose income is absolutely 
homogeneous. If concrete individuals must be classed 
for the purposes of science, each one must form a class by 
himself if our classes are to be clearly demarcated. It is 
here that the ultra His.orical School meet with an insu- 
perable difficulty in the application of their method. But, 
although he is himself an opponent of the ultra Historical 
Method, does not Professor Béhm-Bawerk really adopt it 
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in its most unwieldy form when he classes profits and in- 
terest together as constituting the income from capital, 
merely because one individual is so frequently the recipi- 
ent of both forms of remuneration ? 

Professor Béhm-Bawerk’s conception of capital can also, 
I think, be shown to be erroneous, especially in his defini- 
tion of National Capital. An error here has, of course, 
considerable influence on the successful determination of 
the problem of interest; but, as the correction of the error 
is not absolutely essential to the line of my argument, I 
will merely enter a caveat. 

Having examined the premises upon which Professor 
Béhm-Bawerk founds both his own theory of interest and 
the criticisms which he passes upon the theories of pre- 
vious investigators, it remains to point out how the mis- 
conceptions to which I have ventured to call attention 
affect these criticisms and his own conclusions. To prop- 
erly appreciate his work in these particulars, some fur- 
ther consideration is needed of what is involved in the 
industrial function of the undertaker. 

The undertaker (or, as he would be better named, the 
enterpriser, as the word “ enterprise ” connotes risk, which 
the word “undertake” does not) is primarily, as we have 
seen, the person who relieves others of risk for a considera- 
tion always in excess of the chance of loss supposed to be 
incurred. We have now to notice what attendant circum- 
stances are necessarily connected with the exercise of this 
fundamental, or distinguishing, function of the undertaker ; 
and the result will be, I trust, to considerably enhance his 
importance in our eyes. 

In the first place, he owns the earth and nearly every- 
thing on it. That is, he has possession of all concrete 
objects possessed of the power to purchase, including land 
as well as all “capital goods,” and excluding only such 
wealth as has come into the hands of the final consumer. 
And a question might be raised as to whether goods no 
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longer held for sale have not lost their power to purchase, 
and so ceased to be wealth in the strict meaning of the 
term. 

Not only must the possession of the means of produc- 

tion, so far as they are capable of being owned at all, be 
with the undertaker, but the product of industry remains 
his, and his only, from its inception to its final sale. 
It never belonged to any one else. The laborer,— Marx 
to the contrary, notwithstanding,—the landlord, or the 
capitalist, never had any sort of claim to it. And the 
reason is that the risk of what the product will bring 
in exchange is inseparable from its control. When the 
product is passed from hand to hand, the function of the 
undertaker passes along with it, and immediately de- 
volves upon the new possessor, unless he abrogates his 
industrial privilege by consuming, or determining to con- 
sume, the product that he has acquired. Industrial enter- 
prise, as the function of the undertaker or enterpriser is 
best named, is the twin sister of labor, both being born 
on the occasion when things were first produced for the 
purpose of being exchanged. 
A The undertaker as such has, to be sure, nothing to do 
with the creation of the other three industrial forces. He 
neither appropriates land nor saves capital, nor begets la- 
borers. But land as soon as appropriated, capital as soon 
as accumulated, and human beings as soon as they are 
ready to labor productively, pass under his control. The 
only person who escapes him is the consumer, who is indeed 
his master ; for he has to cater to his tastes.| Evidently, the 
undertaker is a person of enough industrial importance 
for an economist to be on speaking terms with him. 

If now we put ourselves in the shoes of the undertaker, 
or enterpriser, we shall find a certain amount of truth in 
each of the three classes of theories about interest which 
Professor Bohm-Bawerk condemns and rejects, and that, 
taken together, they do afford a full explanation of the 
phenomena of interest. 
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In the first place, as to the productive explanations of 
interest, there is a sense in which capital is productive 
and there is a sense in which it is not. But in this latter 
sense the enterpriser is alone entitled to be called a pro- 
ducer. To illustrate: a farmer might say with perfect 
propriety that he raised a thousand bushels of wheat 
last year; while the truth might be that he was a gentle- 
man farmer, who had not been within a hundred miles of 
his farm during the time the wheat was grown. Speaking 
of this same wheat, the farm hands whom our gentleman 
farmer employed might say, “ We raised a thousand 
bushels of wheat last year”; but it is evident they would 
speak in a very different sense. In what does this differ- 
ence in the meaning of the term consist? Economically 
speaking, no doubt, the hired laborer is exactly on a par 
with such landlords and capitalists as the man, who em- 
ploys the productive powers of all three, has occasion to 
bargain with. If we are regarding production from a social , 
point of view,—that is, as the community as a whole has to 
do with it,—there is a sense in which land, labor, capital, 
and enterprise can be considered as producing jointly. 
But, when we adopt the individualistic or class point of 
view, undertakers are alone entitled to be regarded as pro- 
ducers. And this latter alone is the scientific point of 
view, because the motives to productive activity are indi- 
vidualistic rather than social. Landlords, capitalists, and 
laborers do nothing but furnish the means by which the 
enterprisers produce. Capital, therefore, is productive in 
exactly the same sense that land and labor are; and Pro- 
fessor B6hm-Bawerk would seem to have no ground for 
contrasting labor with capital in the way he does. In- 
deed, any one who will carefully go over his criticism of 
the productive theories of interest cannot, I think, fail to 
notice that this supposed difference is simply assumed 
without any attempt to prove it, and that what proof is 
offered against the productivity of capital is really just as 
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applicable to land and labor, and goes simply to show that 
capital does not produce in the sense in which the under- 
taker does. 

In calling attention to what he considers the special 
peculiarity of capital, Béhm-Bawerk says: “ Now, experi- 
ence shows that that quota of the total product which 
falls to the share of capital —that is, the gross return to 
capital —is, as a rule, of more value than the capital 
expended in its attainment. Hence an excess of value,— 
a ‘surplus value,’— which remains in the hands of the 
owner of the capital and constitutes his natural interest.” 

“The theorist, then, who professes to explain interest 
must explain the emergence of Surplus Value” (p. 116). 

Now, what is the proper use of this catching but ques- 
tion-begging term, surplus value? Marx uses it to cover 
all forms of income except wages. Here it is employed to 
cover all forms of income except wages and rent. To 
what extent are these uses of the term correct? That, 
as Professor Béhm-Bawerk himself states, will depend 
upon what cost of production is considered to be. Look- 
ing at economic activity from the purely social point of 
view, we might say that society has at its disposal a given 
amount of labor force and a given amount of tillable soil, 
capable of producing together a given amount of product 
without any help from organization or capital. Then sur- 
plus value would include all that additional production 
which was realized by means of capital and organization. 
According to this way of calculating surplus value, it 
would include a very large share of what is paid in wages. 
But political economy as a science has here, at least, no 


/ business with the term in any such sense. |) The motives 


which lead men to produce things for exchange are indi- 
vidualistic. Just in proportion as society supplants the 
individual in production does industrial activity escape 
from the influence of economic laws. And just as surely 
do economists find themselves on the wrong side of the 
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fence when they attempt to widen the field of the science 
by ignoring the individualistic point of view. || il 
The term “cost of production” has, therefore, but one 
legitimate scientific meaning. It is the cost to the producer 
in the sense in which the undertaker is alone entitled to 
be called a producer. Surplus value, therefore, cannot 
be used without stultification to include anything which 
is not pure profit; for, if interest is such a surplus to the 
capitalist, rent is an exactly similar surplus to the land- 
lord, and wages an exactly similar surplus to laborers. 
The capital, the land, and the personal energy are each of 
them returned, at the end of a stipulated period, to the 
possession and control of their original owners; and in each 
case they bring with them a surplus which is the price of 
their use during the stipulated period. \| The “capital ex-\ 
pended” by the undertaker is made up of what he pays 
for raw materials and for rent, for interest and for wages, 
including his own as manager. The problem, as stated in 
the paragraph quoted, is not that of interest, but that of, 
profit. {|The capital expended in any undertaking is not, 
as it is there stated, expended by the capitalist, but by the 
undertaker; and included in such expenditure is always 
a charge for interest, and the surplus value, when there 
is any, does not remain in the hands of the owner of 
the capital, but in those of the man who uses the capital.|! 
I have already attempted to show that the distinction ail 
between natural and contract interest is a faulty one, 
but Professor Béhm-Bawerk is perfectly correct in his 
insistence upon the necessity of explaining the latter by 
the former. The mistake he makes is in refusing to 
attempt the very explanation he regards as indispensable. 
As we have seen, what he calls “natural interest” (a 
very bad name for it, by the way) is really only part 
interest, one other part, usually the greater one, being 
the undertaker’s remuneration for his assumption of risk. 
And it is only that part of natural interest which is not 
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interest at all which is really a surplus value. But the 
moment we supply this hiatus in the argument it becomes 
evident that the undertaker pays interest for exactly the 
same reason that he pays rent and wages, because, that is, 
of the ability of capital to serve as a means of production. 
In this connection it may be well to notice another 
confusion of thought that interferes with Professor Béhm- 
Bawerk’s exposition of interest. He lays great stress on 
distinguishing between the production of utilities and the 
production of value, even to the point of affirming that 
value is created not by the producer, but by the valuer,— 
the consumer. Perhaps the best way of indicating the 
relation here between utility and value would be to say 
that, while special values are relative, aggregate value is 
positive. Let us suppose a community of three classes of 
producers,— one raising wheat, one manufacturing cloth, 
and one rendering personal services. Now, so long as the 
same amounts of wheat and of cloth are produced, and the 
same aggregates of services are rendered, it is evident that 
the total power to purchase is the same, no matter how 
the power of either product to purchase the others may 
vary. But let us suppose that, through some invention, 
the producers of cloth are enabled to double their product. 
Here is evidently an additional creation of utility, and, if 
we look further, we also find that the power of wheat 
and services to purchase cloth has been doubled. The 
increased production of cloth involved a fresh creation 
of value just as truly as it involved a fresh creation of 
utility. And, furthermore, the new value has gone, just 
where the new utility went, to the producers of wheat and 
services, who now get twice as much cloth as before, while 
the makers of the cloth get no more wheat and services. 
But it by no means always happens that the creator of 
additional product is able to retain for himself none of the 
power to purchase which came into being with it. It is 
only as the selling price of goods is cheapened that this 
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benefit is transferred to others. The important thing to 
notice is that the additional power to purchase retained 
by the producers is a part, or the whole, as the case may 
be, of the additional power to purchase involved in the 
increase of their product. In other words, the capitalist 
receives, in his interest, a part of the additional value 
due to the employment of the capital he has contrib- 
uted. Why, then, may we not attribute interest to the 
productivity of the capital? That is not, to be sure, to 
fully explain interest. But is it not one of the elements 
of any consistent explanation, and perfectly valid and 
scientific, so far as it goes? Why, indeed, will the under- 
taker pay interest to the capitalist? Is it because he can 
produce a greater amount of useful things by the aid of 
the borrowed capital? Not at all; for it makes no differ- 
ence to the undertaker how much utility his products 
possess. All he cares for is what they will sell for,— the 
amount, that is, of value, or power to purchase, they will be 
endued with. What is it for man to create? He cannot 
increase matter: all he can do is to change its form. But 
change of form changes attributes. To create is, there- 
fore, to endow things with new attributes. But not only 
is value an attribute of the things put into new forms by 
undertakers, but it is the only attribute the undertaker is 
solicitous about. He may not, indeed, be sure how much 
he can retain of the power to purchase he may be creat- 
ing; but can we, for that reason, deny that he creates it? 
Beauty is a relation of the concrete to the mind of its 
percipient, just as value is to the mind of the valuer; 
but we rightly regard the artist rather than the percipient 
as the creator of beauty. Why, then, should we look 
upon the valuer, rather than the producer, as the creator 
of value? 

How Professor Béhm-Bawerk confuses interest and 
profit is curiously shown in his criticism of J.-B. Say, the 
first promulgator of a productive theory of interest. Say 
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had not, indeed, a very precise conception of the indus- 
trial function of the undertaker, and apparently no con- 
ception at all of the nature of his income. But his 
conception of the undertaker’s relation to the problem of 
interest, though inadequate, is far in advance of that of 
his critic. Say considers, to quote from Professor Béhm- 
Bawerk himself, that there are three productive factors, or 
funds,— “ nature, capital, and human labor” (p. 121),— 
and that “the function of distributing is performed by the 
undertaker, who buys the services necessary to the produc- 
tion, and pays for them according to the state of the mar- 
ket. In this way the productive services receive a value.” 
(p. 122.) 

In other words, capital is productive for the same 
reason that land and labor are; namely, that the under- 
taker pays for its use as a factor in, or means of, produc- 
. tion. But this is to say that interest is not a surplus 
value. _How does Professor Béhm-Bawerk criticise this 
exposition of the matter? He immediately assumes that 
Say regarded interest as a surplus value, the very thing 
that Say denied. He says (p. 123), “When capital has 
co-operated in the making of a product, why does that 
product normally possess so much value that after the 
other co-operating productive services, labor and use of 
land, are paid for at the market price [what Say claims 
is that the use of capital also is paid for at its market 
price], there remains over enough value to pay for the 
services of capital— enough, indeed, to pay these ser- 
vices in direct proportion to the amount and the duration 
of the employment of capital?”* Now, where wages and 
rent are subtracted, is this definite and predetermined 
amount due to capital, for its use in production, all that 
remains over? Does not the remainder contain, besides 
this, an indefinite and undetermined amount due to the 
undertaker for the risk he has assumed? And if this 


* The Italics are mine. 
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question be answered in the negative, which it surely 
cannot be, how can a sum of interest predetermined, “in 
direct proportion to the amount and the duration of the 
employment of capital,’ be looked upon as a surplus 
value? The very meaning of this latter term is a sum of 
value which is the residuum left after all predetermined 
sums are subtracted.* To put it concisely, Say affirms 
that interest is not a residuum, or surplus value. Very 
well, replies Professor Béhm-Bawerk; but the point is, 
supposing you to be correct, how are we to explain in- 
terest as being a residuum, or surplus value ? 

Succinctly stated, Professor Béhm-Bawerk’s criticism 
of the “use theories of interest” consists in the denial 
that capital has any use beyond the utilities of the “ capital 
goods” of which it is composed, and that, as these utilities 
are all included in the value of the product before it is 
enhanced by the capitalist’s share, it cannot be for the 
utilities contained in the capital goods that interest is 
paid. But who pays this interest? Is it not the under- 
taker? By making this payment does he not obtain the 
opportunity of risking the capital he has borrowed? Is 
not this opportunity to make a profit, which is afforded by 
the control of capital, of use or utility to the undertaker? 
and is it not a use or utility which is not to be found 
among the material uses of the capital goods themselves ? 
The sole material uses of the “ capital good” bread are to 
appease hunger and sustain life; but does the hotel- 
keeper buy bread for any such purpose, or because he can 
supply it to his guests at a profit? 

It might, indeed, be thoughtlessly objected that land 
and labor are as essential as capital to the securing of a 
profit by the undertaker; and, if he pays for the use of 
capital, why does he not pay something in excess of rent 
and interest to his landlord and to his laborers? The 


* This is elsewhere acknowledged by Professor Béhm-Bawerk, when he 
says he does not regard interest as an element of cost. 
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reply is, of course, that there are no pre-existent utilities 
which the undertaker buys when he pays for land and 
labor, and which reappear in the value of the product; 
and the same thing is true of fixed capital. The cost of 
the product to the undertaker is made up of four ingredi- 
ents; namely, the value of the pre-existing utilities (7.e., 
the material uses of the capital goods themselves) con- 
tained in the circulating capital employed, and the value 
of the utilities freshly created by the use of the whole 
capital, of the land, and of the labor employed. In other 
words, the cost to the maker of anything is what he pays 
for pre-existent utilities and for the use of land, the use of 
labor, and the use of capital. Capital, then, stands in this 
respect exactly on a par with the other two “means of 
production.” 

It may indeed be claimed by Professor Béhm-Bawerk 
that the opportunity of securing a profit afforded by the 
control of capital is among the “material servicés,” or 
Nutzleistungen, or “use renderings,” on account of which 
“capital goods” are valuable. But, even if this be granted, 
this particular Nutzleistung differs from any other in the 
very circumstance which will decide the case against him. 

Now, I do not think that the control over capital goods 
necessary for the realization of profit is meant by Pro- 
fessor Béhm-Bawerk to be included in his Nutzleistungen ; 
but, if it is to be so included, then there is a material use 
of capital goods which the purchaser, who pays cash for 
them, does not want, and does not obtain, and does not 
pay for, and which the undertaker, when he borrows, does 
want, and does obtain, and does pay for. And it is to be 
further remarked that it is a use which the capitalist does 
not part with to a cash customer. By a mere exchange of 
one lot of capital goods for another lot of equal value the 
capitalist retains his privilege of using his capital as an 
undertaker. It is only when he sells “ present goods” for 
“future goods” that this use of his wealth escapes him, 
and it is then only he charges interest. 
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The productive theory and the use theory do not, in- 
deed, either simply or together, fully solve the problem of 
interest. That problem has two parts. Before it is mas- 
tered two questions have to be answered, why interest 
is paid and why interest is exacted. We have to con- 
sider the special instance of exchange from the point of 
view of each of the exchangers. These two theories do, it 
seems to me furnish a satisfactory answer to the first 
question ; but they afford no direct reply to the second. 
The powers of nature are useful to the undertaker, but he 
does not always have to pay for them. The problem of 
wages is not settled until we know why laborers are able 
to exact wages for their efforts, nor the problem of rent 
until we know why landlords are successful in demanding 
payment for the use of their land. Likewise an impor- 
tant part of the problem of interest is the finding out how 
it comes to pass that capitalists are able to obtain interest 
on their capital. 

Now, I contend, in opposition, I fear, to many econo- 
mists, that the cost of labor, in the economic sense of the 
term, has nothing to do with labor’s being an effort. This 
is manifestly true of rent. Letting his land involves no 
pain or sacrifice to the landlord further than the sacrifice 
of what he could have obtained by farming his land him- 
self. Laboring for another does often involve some. such 
pain or sacrifice of ease. But suppose labor was always 
enjoyable, would wages cease? By no means. Their 
aggregate would be fully as great as at present, though 
their distribution might be different. Wages are exacted 
because laborers can work for themselves if there is no 
sufficient inducement to work for others. The cost of 
labor to the laborer is not his toil, but what his toil would 
bring him if he worked for himself. Economic cost can , 
include nothing that is not an economic quantity. || The 
cost of anything is the purchasing power sacrificed to 
obtain it, and not the sacrifice of personal comfort in- 
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volved. The amount of the capitalist’s self-denial cannot, 
therefore, be spoken of as determining the cost of the use 
of capital. If the hardship of saving, or of refraining 
from consuming wealth already saved, was ten’ times as 
great as it is, the rate of interest would be no higher, pro- 
vided as much capital, and no greater need of capital, 
existed.|/ What the hardship of abstinence affects is the 
amount of wealth that will be accumulated. That wealth 
is capable of being employed as capital is undoubtedly an 
additional motive for abstaining from its immediate con- 
sumption, but the reward of this abstinence is the posses- 
sion of the wealth itself. It does not explain interest, 
because no more interest can be obtained for wealth accu- 
mulated with this end in view than when the motive is 
simply to provide against a rainy day. The capitalist is 
paid in interest for abstaining from or foregoing the pro- 
ductive employment of his wealth. He makes over to 
the undertaker a privilege, or opportunity, for which he 
exacts an equivalent in interest. In other words, the 
abstinence theory of interest differs from the use and 
productive theories only in statement. It is the same 
theory viewed from the point of view of the capitalist 
instead of from the point of view of the undertaker. But 
this change in the point of view enables us to answer the 
second question involved in the problem of interest. It 
tells us why the capitalist is enabled to exact interest, 
while the other statements tell us why the undertaker 
is willing to submit to the exactions of the capitalist. 
It thus appears that the views of economists concerning 
interest have not really differed to anything like the ex- 
tent which Professor Béhm-Bawerk tries to make us 
believe. Almost any one of the criticised writers, how- 
ever carelessly and inadequately he may have expressed 
himself, had a far sounder and more accurate conception 
than his critic of the problem of interest, because, though 
some of them have spoken of interest as profit, and others 
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as a residuum, or surplus value, not one of them has really 
considered it as such, as is evident by their, one and all, 
including interest as among the necessary costs of produc- 
tion. Many of them, in their attempts to explain interest, 
have addressed themselves to both of the questions in- 
volved. They have availed themselves at one time of the 
productive, or use, theories, and at another of the absti- 
nence theory; but they were by no means inconsistent in 
this. So far from being irreconcilable, the three state- 
ments of the one theory of interest are, as we have seen, 
really complementary. No doubt these economists are 
guilty of a certain vagueness and inadequacy. No one of 
them has said all that could have been said, or has been 
altogether happy in his choice of terms. But this is all. 
Their sins are mainly those of omission; and, so far as 
they are those of commission, the faults have been those 
of careless expression rather than errors of conception. 
Their critic, on the other hand, wholly misapprehends 
the nature of the problem he has set himself. As we have 
seen, he goes astray in his very definition of interest, mak- 
ing it include an element which cannot possibly be inter- 
est, because it is part of the undertaker’s, and not of the 
capitalist’s, remuneration. Then, because this wrongly 
included element of profit is a surplus value, and not a 
constituent of cost of production, he naively assumes that 
interest is also a surplus value, and not an element of cost 
of production. Armed with this peculiar conception of 
profit and interest being identical (he uses the terms 
interchangeably throughout his work), he finds it, of 
course, an easy matter to refute all previous investigators 
by showing very clearly that their theories of interest fail 
to explain profit. Then he makes a very elaborate classi- 
fication of previous theories, founded upon the supposition 
that they are mutually contradictory and exclusive, and 
wholly fails to perceive that they are really complement- 
ary to each other, and to such an extent that they can be 
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regarded as only different ways of stating a principle com- 
mon to them all. 

Having thus cleared the ground so as to bring his own 
forces up to the attack, Professor Béhm-Bawerk offers us 
the following condensation of his own theory of interest. 
He says (p. 259) : — 

“ The loan is a real exchange of present goods against 
future goods. For reasons that I shall give in detail in my 
second volume, present goods invariably possess a greater 
value than future goods of the same number and kind; 
and, therefore, a definite sum of present goods can, as a 
rule, only be purchased by a larger sum of future goods. 
Present goods possess an agio in future goods. This agio 
is interest. It is not a separate equivalent for a separate 
and durable use of the loaned goods, for that is inconceiv- 
able: it is a part equivalent of the loaned sum, kept sep- 
arate for practical reasons. The replacement of the 
capital and the interest constitute the full equivalent.” 
(The Italics are mine.) 

Now, to get rid of the more technical objections first, Is 
“the loan a real exchange of present goods against future 
goods”? Would it not be more accurate to call it an 
exchange of present goods for the promise of future 
goods? This, or some equivalent of this, is the ordinary 
method of statement among economists. What is gained 
by the change, except that the fact is disguised, that what 
the lender parts with is the productive use of his wealth, 
which its actual possession could have afforded him? 
When it is said that the lender has accepted a mere claim 
in place of his wealth, it is seen clearly that in so doing 
he has made over the productive use of it to another for a 
certain length of time. 

“Present goods possess an agio in future goods. This 
agio is interest.” Do present goods always possess this 
agio? If so, how are the phenomena of insurance to be 
explained? In this we have an example of an exchange 
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of a given umount of present goods for a smaller amount 
of future goods. .On the average, those who insure pay, 
let us say, $3 worth of present goods for every $2 worth 
of future goods; and they do it knowingly, as it is well 
understood that insurance companies pay out much less 
in losses than they receive in premiums. The agio is the 
other way. But does it happen on that account that the 
insured lose the interest on the premiums? By no means; 
for the money they have paid is earning interest for them 
all the time. If it was a part of the contract of insurance 
that this money should lie idle, they would have to pay 
more than $3 worth of present goods, or premiums, for 
every $2 worth of future goods, or reimbursements for 
losses. They get their interest in the shape of lower 
rates of insurance. 

But when, as is generally the case, the agio is on the 
right side, is it always interest alone? A capitalist makes 
two loans, one at 8 per cent. and one at 7 per cent. Let. 
us suppose he considers the chance of losing his principal 
to be nothing in the first case, and 2 per cent. in the sec- 
ond. Then the agio is 8 per cent. in the first case and 5 
per cent. in the second. Are both agios simply interest ? 
If so, what causes them to differ? The element of time 
is the same in both, and the element of risk has been elimi- 
nated. But it may be replied, In your examples you have 
not eliminated the element of the reward of risk. Exactly ; 
but, then, only a part of what Professor Béhm-Bawerk calls 
surplus value is explainable by time. 

The statement is, of course, a perfectly true one,— that 
“certain present goods” possess an agio in “equally cer- 
tain future goods.” How does this differ, except in form, 
from the assertion that borrowers, even when they have 
perfect security to offer, promise to return a greater sum 
than is loaned to them? Is this phenomenon made one bit 
clearer by the new form of statement? And was it not 
equally well understood that the transaction was a fair and 
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honest one, mutually advantageous to the transactors? 
When the legitimacy of interest has been attacked, the 
attack has always been from the social, and not from the 
individualistic, point of view. No one has ever doubted 
that, under the régime of competition, borrowers found it 
to their advantage to pay interest rather than to forego 
the use of the borrowed wealth. And this is all Professor 
Béhm-Bawerk proves when discussing the exploitation 
theory of interest. Even at this point, the one for which 
his translator claims the most credit for him, he has really 
added nothing to what was previously understood and 
sufficiently well stated. 

What a theory of anything has to explain is either the 
cause or causes to which the thing to be explained owes 
its being, or the effects produced by the thing, as varied 
by the environment in which it acts. Telling us, though 
in somewhat novel language, what we knew well enough 
before, that interest is the agio which present goods possess 
in future goods, is at the best nothing more than a diction- 
ary definition of interest. What we really want to under- 
stand in this case is why this agio exists. Why will men 
pay more than they receive if only they are allowed to 
defer payment for a while? Stating that they will do so 
does not explain their action. The reason why they do so 
is what must constitute the theory of interest. It is, here 
and there in Professor Béhm-Bawerk’s treatise, somewhat 
darkly hinted that this explanation is to be found in the 
element of time. But time is an element of the problem, 
not of its explanation. The very question asked is why 
something will be paid for the privilege of deferring pay- 
ment. This is the question, and the only question, a 
theory of interest has to answer. How does Professor 
Béhm-Bawerk answer it? He says (the Italics are mine), 
“ For reasons that I shall give in detail in my second vol- 
ume.” When stated, these reasons turn out to be nothing 
but a combination of the use, the productive, and the 
abstinence theories. 
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This is indeed admitted, with charming naiveté and 
unconsciousness, in the translator’s preface, where it is 
said: “Not that any one can get the monopoly of time, 
and not that time itself has any magic power of producing 
value [what is this but an admission that time is not 
the cause of interest?], but that the preference by the 
capitalist of a future good to a present one enables the 
worker to realize his labor in undertakings that save labor 
and increase wealth.” [What is this but our old reliable 
friends, the use and productive theories?] “The reward for 
working falls to the worker, manual and intellectual; the 
reward for waiting, to the capitalist only.” [What is 
waiting but abstinence ?] 

At the end of his labors our author is found standing 
on the very ground he has so very carefully dug away 
from under the feet of others. And, strange to say, it 
is just here that he first finds any secure footing for him- 


self, ‘ 
FREDERICK B. HAWLEY. 





THE BANK OF VENICE. 


An often repeated and long accepted legend respecting 
the origin of the Bank of Venice carries back the history 
of that remarkable institution to the latter part of the 
twelfth century. A public debt, contracted not far from 
1171, is said to have been made transferable like a modern 
registered debt, then to have been found useful as a 
medium of payment, to have become the nucleus of a 
system of deposits and transfers of money, and so to have 
developed into a bank of deposit of the primitive type, 
holding a place of great though variable importance in 
European commerce for more than six centuries. With 
this legend have been joined confused and often contra- 
dictory statements as to a “money of account” of myste- 
rious nature created by the bank, and the superiority of 
this “imaginary money” to actual cash in hand. Owing, 
perhaps, to the aversion of the Venetian government to 
anything like publicity in the management of its business, 
even the Venetian historians were sometimes misled by 
the tradition; and it is, therefore, not surprising that 
writers in other countries followed it with little question. 

The researches of Lattes and Ferrara in the archives of 
the Frari destroyed the familiar legend twenty years ago; 
and the date and manner of the establishment of the Bank 
of Venice were then settled as definitely as the chartering 
of the Bank of England. The traditional fable has per- 
haps been more persistent in English than in any other 
language, still holding its place in the most recent encyclo- 
pedias, English and American ;* but elsewhere it is effect- 

* McLeod, Dictionary of Political Economy, p. 69, rejects the fabled con- 
nection of the Venetian monti of the twelfth and succeeding centuries with the 
beginning of public banking in 1587; but his erudition has often failed to 
command proper attention. 
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ually discredited, and ceases to adorn the history of 
medieval banking. It would hardly be worth while, 
then, to revive the subject here, were it not for the light 
which the documentary evidence throws upon the early 
practice of private banking in Venice and upon the place 
which the public bank and its credit really held in the 
commercial organization of the city for the last two cen- 
turies of Venetian independence. 

The leading documents relating to this subject, which 
are now within reach of the public, may be classified as 
follows: — 

1. A series of acts of the Venetian Senate, nearly forty 
in number, ranging from the year 1270 to 1530 and regu- 
lating the business of private bankers, brought to light by 
Professor Elia Lattes, and reprinted by him, apparently 
with great fidelity to the text of the original records, in 
his work, La Libertad delle Banche a Venezia dal secolo 
XIII. al XVIT., published at Milan in 1869. 

2. A mass of original papers relating to Venetian private 
banks from the fourteenth century to the end of the six- 
teenth, collected from public and private sources by Pro- 
fessor F. Ferrara, and published by him in part in the 
Archivio Veneto for 1871, and also used by him as material 
for a paper on the ancient banks in Venice, published in 
the Nuova Antologia for January and February, 1871.* 

8. The acts of the Venetian Senate of 1584 and 1587, 
under which the first public bank in that city, the Banco 
di Rialto, was established; several other acts regulating 
the affairs of that bank; a speech made in the Senate, in 
1584, by Tommaso Contarini, in favor of establishing a 
public bank ; and a speech, by an unknown senator, oppos- 
ing such an establishment. These are collected and 
printed with great care by Lattes. 

* Ferrara explains with great frankness that, in his introduction of Volume 
VI., 2d Series, of the Biblioteca degli Economisti, he had himself helped to 


propagate the favole which Lattes destroyed by irrefragable proofs. See 
especially Ferrara’s ‘‘ Avvertenza Preliminare,”’ in the Archivio Veneto, vol. i. 
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4. The act of the Senate of May 3, 1619, establishing by 
the side of the Banco di Rialto a second public bank, 
known as the Bancogiro, or Banco del Giro, which ulti- 
mately became the only public bank of the city and was 
famous throughout Europe for generations as the Bank of 
Venice. This act is also given by Lattes.* 

5. The rules and regulations of the Bancogiro, put in 
force by the Senate and published by its authority in 
16638, and also given by Marperger, in his Beschreibung der 
Banquen. 

6. A discourse upon the Bancogiro communicated by 
the French ambassador in Venice to his own government 
in 1786, and referred to by Daru in his Histoire de Venise, 
but now printed for the first time in the Appendix of the 
present number, and containing the fullest contemporary 
account yet published of the bank and its methods in the 
last years of its existence. 

These documents present a distinct picture of banking 
in its true sense, as an entirely spontaneous growth during 
the flourishing period of Venetian commerce, carried on by 
private individuals, and exhibiting the mixture of advan- 
tages and abuses which have been its familiar results in 
every country and age; and they also show the Bank of 
Venice to have been established, not by gradual develop- 
ment or chance, but by deliberate purpose, in order to take 
under the guarantee of public authority some of the func- 
tions which for two hundred and seventy years or more 
had been performed by private bankers. 


It is tolerably clear that private banking in Venice 
began as an adjunct of the business of the campsores, or 
dealers in foreign moneys. In a city having a great and 
varied trade with many countries, these dealers necessarily 
held an important place, close to the stream of payments 
which was constantly in motion. As early as 1270 it was 


* A translation may be found in the Appendix. 
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deemed necessary to require them to give security to the 
government as the condition of carrying on their business, 
but it is not shown that they were then receiving deposits. 
In an act of September 24, 1318, however, entitled 
“Bancherii scriptae dent plegiarias consulibus,” the re- 
ceipt of deposits by the campsores is recognized as an ex- 
isting practice, and provision is made for better security 
for the benefit of depositors.* Whether the title of this 
act is contemporary or not, its text shows that somewhere 
between 1270 and 1318 the money-changers of Venice 
were becoming bankers, by a method similar to that by 
which the same class of men in Amsterdam a couple of cen- 
turies later, and later still the London goldsmiths, became 
bankers. More than once in the next half-century provi- 
sion was made for some public oversight of the campsores, 
and in the acts the terms bancherius and bancus became 
frequent in what seems to be a technical use. The number 
of bankers appears finally to have become considerable ; + 
and the terms bancus scriptae and bancherius scriptae came 
into use in the sense which, in their Italian equivalents 
(as banco di scritta or banco di scrittura), they held for 
centuries, denoting the banker who keeps written accounts 
of transferable deposits. 

The documents brought to light by Lattes and by Ferrara 
give us the names and tell something of the chequered 


* The acts of March 8, 1270, and September 24, 1318, are given by Lattes, 
pp. 28, 26. Lattes thinks that the ‘‘ natural scope ’’ of the former covers secu- 
rity for depositors. The opinion of Ferrara is to the contrary (Nuova Antologia, 
January, 1871, p. 183); and it does not appear that any direct evidence has been 
found to show that in 1270 the campsores were receiving deposits, although the 
occasional possession and use of money belonging to others must have become 
an incident of their business very early. 


t This is to be inferred from the language, explicit, if not classical, of the 
act of August, 1374, giving the bad condition of the banks as a reason for plac- 
ing them under the charge quinque sapientum: ‘*Quia est providendum de 
necessitate pro bono terrae nostrae et mercatorum et mercationum etiam nostri 
communis super facto bancorum Rivoalti, quae non possent stare in peiori 
termino eo quod sunt ad praesens Consideratis damnis et incommodis, quae 
fiunt toti terrae,’ ete. See Lattes, p. 33. 
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fortunes of a considerable number of these private banks 
which flourished between 1348 and 1584. Some of them 
belonged to families or men of high standing, as the banks 
of Soranzo, Priuli, Pisani, Lippomano, Vendramin, Sanudo, 
and of Pisani and Tiepolo; some of them stood in close 
relations and high favor with the government of the day; 
several of them went through the phases of failure, re- 
organization, and resumption more than once; and, in 
fine, of the banks now known by name Ferrara was only 
able to find one, the house of Soranzo, which after an 
existence of over a century closed its affairs by payment 
in full,— a trombe e pifferi. The list as we now have it com- 
prises rather more than twenty names, including probably 
the most important. But the speech of Tommaso Con- 
tarini in 1584 * sets the number of banks known to have 
existed at one hundred and three, “of which ninety-six 
have come to a bad end and only seven have succeeded.” 
And yet, notwithstanding a train of disasters nearly two 
centuries and a half long, the service rendered by the 
banks to commerce had been such, on the whole, as to lead 
Contarini to argue that to preserve the trade of the city 
without banking was not only difficult, but impossible. 

A series of acts beginning in the fourteenth century and 
running through the fifteenth and sixteenth show plainly 
that this service was rendered by means of deposit 
accounts. How early the convenience of making pay- 
ments by transfers on the books of a banker.was understood 
there is nothing to show. An act of 1403 } recites that 
great sums are placed in the hands of the bancherii scriptae ; 
and an act of 1421 ¢ deals with some evils which had arisen, 
in terms which imply not only the receipt and payment 
of deposits, but their use in payment of bills of exchange. 
In 1445 § it was thought necessary to require the bankers 
to be present daily for a certain number of hours, and a 
penalty was imposed se non sentaranno et scriveranno as 


* See Lattes, p.124. ft Ibid.,p.44. {Tbid.,p.47.  § Ibid.,-p. 56. 
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required, in consequence of the loss to merchants occa- 
sioned by their irregularity. Passing by numerous acts 
for regulating or reforming the banks, we come to an act 
of 1526, entitled “Ordinationes circa bancos a scripta,” 
and evidently designed to restore regularity and honesty 
in a long-established business. In this act we find the 
following provisions,* showing distinctly the form which 
banking transactions had then taken : — 


7. It shall be free for every one to accept or not accept a credit in 
bank (partida de banco) for contracts made heretofore; but this shall 
not be refused for those made hereafter, unless by express agreement 
it shall have been declared that payment shall be made outside of 


bank. 
8. Credit in bank shall not be written off to any one for any 
amount in his absence; but credits shall be written with both parties 


present. 

9. Bankers, as aforesaid, must pay, to those who wish, in cash at 
once and in hand their money in good and heavy gold, or good moneys 
at the market rates, or rates current at our offices; and, if any should 
refuse, they shall be subject to the penalty of twenty-five ducats, and 
the proveditor then present shall none the less make them pay. 


But the language in which Contarini discusses the usage 
of Venetian merchants is enough to show that in 1584 the 
transfer of credit had long been an important means of 
payment. A comparison made by him with the practice 
at Antwerp and at the Lyons fair makes it certain also 
that, in his mind, the convenience to be obtained by the 
use of credit did not arise from any such substitution of 
credit for money as should enable the community to dis- 
pense with any part of its stock of cash, but from the 
simple fact that the transfer in bank saved the necessity 
of counting coin and of its manual delivery in every trans- 
action. The coin itself had been deposited as the foun- 
dation of the credit, and was to be paid on delivery: the 
creation of a credit without such deposit was in his view 
an abuse; but payments could be made by the transfer of 


* Lattes, p. 91. 
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the right of the depositor to demand, with such facility as 
to enable merchants to carry on dealings to an extent 
otherwise impossible. ‘ Buyer and seller are satisfied in a 
moment, while the pen moves over the page: whereas a day 
would not be enough to complete the contract for a great 
mass of merchandise by counting a great number of coins.” 
To this simple but important use of bank credit the Vene- 
tian Senate was unable to restrict the private bankers ; and 
it was to secure the advantage of payment in this conven- 
ient form, without the risks of private mismanagement, 
that, as we shall see, the public bank was afterwards estab- 
lished. 

The nature of the case, however, gave a much wider 
scope to the business of the private bankers than the 
primitive function of deposit-keeping. ‘Those who open 
banks,” says Contarini, “do not undertake this labor, and 
subject themselves to the burden of being cashiers for all 
the money in the market merely for the sake of holding it, 
but in order to trade with it, and by trading to make 
gains.” In 1874 an act forbids any one qui teneat ban- 
cum de scripta to be concerned in any way in dealings 
in copper, tin, iron, lead, saffron, or honey, or in the pur- 
chase of silver at public sale.* This prohibition was 
somewhat relaxed by the Senate in 1386, 1387, and 1390; + 
but in 1403 an act was passed forbidding any banker to 
ship or send away by land either merchandise or money 


* Lattes, p. 34. Lattes supposes the fluctuating price of these articles and 
the difficulty of converting them into cash at all times to have made them unfit, 
in the opinion of the Senate, to be held by bankers. Ferrara has the well- 
grounded opinion that, besides hindering bankers from placing deposited money 
in trade, the Senate also wished to prevent any monopoly of certain articles of 
great importance. Nuova Antologia, January, 1871, p. 187. 


tSee Lattes, pp. 39-41. The act of 1386 recites that the house of Soranzi 
have petitioned for some relief for the bankers because “‘ ipsi sunt onusti mer- 
cationibus olei, et aliis mercationibus, de quibus male possunt exire, si ipsas ad 
ferrum, et alia barrattare non possunt, sicut alii cives nostri,’’ and because of 
the small gains of banking. In 1430 the law was again relaxed at the instance 
of the Soranzi. Lattes, p. 55. 
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beyond the amount of one and a half times the loans 
which he might have made to the republic.* This singu- 
lar restriction, which is treated by Lattes as a remarkable 
anticipation of the legislation of the United States requir- 
ing from national banks a deposit of public securities, is at 
any rate important as showing a wide range of investment 
opened to the bankers in 1408, provided the public securi- 
ties bore a certain proportion to the whole. The laws 
show other traces of loans made by the banks to the 
republic; and Ferrara’s researches enabled him to compile 
a list of such loans for the years 1457 to 1507, amounting to 
rather more than five million lire of the present day.t But 
the language of Contarini is enough to show the variety of 
methods in which the bankers used the funds confided to 
them by depositors. Trade with the Levant, the western 
trade, corn, exchange, the accommodation of friends, the 
purchase of lands and houses,— these were typical classes 
of a banker’s investments in that age. That loans to indi- 
viduals had some place among the bankers’ use of capital is 
shown by an act of 1467, limiting to ten ducats the amount 
which could be lent to any person upon a single obliga- 
tion.t But the restrictions imposed by the canon law 
upon the reservation of interest impeded loans of this 
kind, and probably hindered the definition and even the 
growth of legitimate banking investments. Mercantile 
adventure long continued to be the banker’s natural 
employment of his funds; and the dangers of such em- 
ployment, pointed out with great distinctness by Contarini, 


* Lattes, p. 44. 


+t Nuova Antologia, January, 1871, p. 205. The loans noted by Ferrara are 
those mentioned in scattered documents, and it is certain that their amount is 
far below the real total. 


t Lattes, p. 72. ...‘*Accomodare non possint alicui personae maiorem 
summam ducatorum decem sub uno quoque signo.’’ On the somewhat doubt- 
ful meaning of this limitation, see a remark by the late Professor Nasse in his 
review of early Venetian banking in Jahrbiicher fiir Nationalékonomie, 1880, 
p. 338; and Ferrara’s remark, Nuova Antologia, 1871, p. 452. 
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were keenly felt by the Venetian public century after 
century. 

Nothing shows when the Venetian bankers first learned 
that, besides the money actually received from depositors, 
they could also make use of credits opened on their books, 
but not representing any deposit, and when they began in 
this manner the modern system of issue. The idea must 
have come soon after the transfer of deposits became com- 
mon. The act of 1374, forbidding bankers to deal in 
certain commodities, declares that the banker shall nee 
mutuare nee facere scriptam argenti alicui qui emeret ar- 
gentum ad campanellam,—shall neither lend nor open a 
written credit for the prohibited purchase. Another act, of 
1450, forbids the giving of credit, either to any foreigner or 
any citizen, for the purpose of purchasing silver, except for 
such money as he shall really have in the bank.* These 
limitations upon the extension of credit fgr some purposes 
imply strongly that its extension was a recognized prac- 
tice for other purposes; and we learn from Contarini that 
in the sixteenth century, at any rate, such was the case. 
The banker, he says, can accommodate his friends without 
the payment of money, merely by writing a brief entry of 
credit. The banker can satisfy his own desires for fine 
furniture and jewels by merely writing two lines in his 
books, and can buy estates or endow a child without any 
actual disbursement.t In short, the Venetian private 
banks had become banks of issue, and the bankers found 
many temptations in the way of a prudent use of this 
power. , 

The immediate effect of the over-issue, to which the 
bankers were thus tempted, would of course be a difficulty 
in meeting the demands of depositors and the resort to ex- 


* Lattes, p. 34, note, and p. 70. 


T So, too, in the speech against the establishment of a public bank pub- 
lished by Lattes, ‘‘i mercadanti si servivano della commoditd dei banchi par- 
ticulari, scrivendo partide, seben non havevano alcun credito in banco, d seben 
il credito era inferior assai a i danari, che scrivevano ad altri.’’ Lattes, p. 152. 
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pedients for avoiding payment. Embarrassment of this 
sort, as well as actual fraud, is probably the explanation 
of a long series of practices legislated against by the 
Venetian Senate. When, in 1445,* the bankers were re- 
quired to be present for business daily, at least two hours 
in the morning and two after dinner, instead of presenting 
themselves merely quando et quanto voleno, we may be 
sure that the Senate intended, among other things, to 
provide for depositors who might wish to draw out their 
money. The requirement in 1467 that bankers should 
show to any person the books containing his accounts and 
balances, rationes et resta sua;f the strict provision in 
1528 that the bankers should have ready on the counter, 
sopra li banchi tenir conveniente, the money for making 
their payments in full and publicly,t and must count it 
out sopra il banco or be responsible for any deficiency 
sworn to by the payee,— these provisions may have been 
directed against debtors avoiding payment either from 
embarrassment or fraud. But when the law of 1526 de- 
clares that bankers shall not, upon a demand for cash, send 
the creditor to another bank with an order upon it, and so 
wear him ont by sending him from one to another, nor 
say that there is an error and that accounts must be com- 
pared, nor delay or refuse to transfer to a person likely 
to demand actual payment,§ we are instantly reminded of 
the shifts of insolvency. The repeated increase of the 
security to be given by bankers, which in 1523 had risen 
to 25,000 ducats; the summary jurisdiction over questions 
between bankers and depositors, given, by various acts 
from 1421 to 1523, to designated public officers; and other 
precautions into the detail of which it is impossible to 
enter,—all show that the republic was painfully aware that 
prompt payment was not always the first object of the 
Venetian banker. How much the republic accomplished 
by its efforts to regulate the banks is doubtful. In one 


* Lattes, p. 56. t+ Ibid., p. 72. t Ibid., p. 82. § Ibid., p. 92. 
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or two cases the preambles of acts naively admit the non- 
observance of previous legislation.* It is enough for the 
present purpose, however, that the laws disclose the pres- 
ence, in the Venetian private banking, of precisely the 
same evils and mistakes as those with which later 
centuries have had to struggle. 

With a system of banking obligations on which payment 
is avoided or suspended, depreciation is a natural result. 
There is reason to infer from the law of 1421+ that 
this evil had then shown itself; for the law explains that, 
as money cannot be drawn from the banks, there is a prac- 
tice of selling credits held against them, with great injury 
to the state. The evil appears more clearly in 1523, 
when the law declares ¢ that the banks shall make their 
payments without deduction for cash, far li pagamenti 
integri et senza aleuna diminuzione, and also forbids the 
purchase or sale of cash with bank credits,— a prohibition 
which implies a difference in value, and hence a deprecia- 
tion of the credit. But the “ Ordinationes circa bancos ” of 
1526 § declare in so many words that the extortion prac- 
tised by the bankers upon those who wished for money had 
then reduced the bank credit twenty per cent. below the 
level of cash. The remedy applied was vigorous. The 
number of the sopra banchi already in office as inspectors 
of the banks was increased, so as to give one for each 
bank, their presence day by day during banking hours 
was required, and large powers were given to them. 
Dealings in bank credit with an agio for cash, con aleun 
laza, were then forbidden. It was ordered that exchange 
should be sold at one price, whether for cash in hand or in 
bank, and that payments for goods or for other cause 
should be made in the same way, the bank credit to be 


*See especially Lattes, p. 69, where, in 1447, it is said of an act of 1421, 
“Sicut notum est talis ordo nunquam fuit observatus, nec presenti tempore 
observatur.”’ 


t Lattes, p. 47. t Ibid., p. 82. § Ibid., p. 89. 
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taken, if at all, on the footing of cash, ducat for ducat, 
the bankers being at the same time required under penalty 
to maintain their payments in cash. In the preamble of 
a law respecting money-changing passed in 1528* it is 
recited that these provisions had brought the bank ducat 
and cash to equality of value. Two years later a law re- 
specting bills of exchange makes the same recital, but adds 
that at the Lyons fair bills had been drawn payable in bank 
with a difference of two and a half per cent., and therefore 
requires that bills drawn payable in bank shall be settled 
at the rates current for bills made payable in cash. 
Contarini’s statement as to the large proportion of the 
Venetian banks which ended in failure has already been 
noticed. Details of the failure of several have been col- 
lected by Ferrara, the cases of the Soranzi, Garzoni, and 
Lippomani being the most remarkable. The winter of 
1498-99, when the two latter failed and the Pisani had in 
consequence to meet a run by depositors,t appears to 
have been a season of panic upon the Rialto. There are 
also indications of serious trouble not far from 1523. In 
1584 came the failure of the house of Pisani and Tiepolo 
for 500,000 ducats, and this event apparently brought 
private banking in Venice to its end. Its history, if we 
may judge from the fragments which have survived, was a 
tale of repeated disaster ; and yet it must be remembered 
that the events which appear to us now as parts of a single 
picture were, in fact, spread over the greater part of three 
centuries, during which the Venetian public continued to 
intrust its interests to the private banks. It may be, 
therefore, that, if we could restore the proper perspective of 
time and could see these disasters in their true relations to 
other events, the Venetian experience might not appear 
* Lattes, pp. 95-97: ‘‘ Essendo per |’ iddio gratia riddotti li banchi nostri 


de scritta in buon esser, che tanto & al presente il ducato del banco, quanto 6 
il contado.”’ 


+A lively account of this run, given by Malpiero and cited by Ferrara, 
may be found in the Archivio Storico, Ser. I., vol. vii. p. 715. 
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more unfortunate or even more chequered than that of 
other countries, which have had to learn by actual trial 
how to use the dangerous forces of credit. 


But, however this may be, the Venetian Senate became 
satisfied of the necessity of a radical change of system. 
The speeches of Contarini and his unknown opponent 
were part of a debate which, in a few months after the 
failure of Pisani and Tiepolo, ended in the act of December, 
1584, for the establishment of a public bank, to be called 
the Banco della Piazza di Rialto. This act was repealed 
in the following April, in consequence of strong opposi- 
tion; and it would appear that the city was left for the 
next three years without any bank, either public or private, 
to the great confusion and injury of its business. The act 
of April 11, 1587, at last established a bank of deposit, 
sometimes called the Banco di Rialto, and sometimes the 
Banco della Piazza.* The acts of 1584 and 1587 differed 
in some important particulars, but they agreed in their 
main purpose of giving to a public institution the deposit 
business so long retained by the private bankers; and we 
can therefore conveniently confine our attention now to 
the act of 1587, as expressing the meaning of the revolu- 
tion in Venetian banking which took place in 1584. 

The act of 1587, after reciting the mischiefs resulting 
from the ruin of the private banks, the great need of a 
bank of some kind, and the conclusion that private banks 


* The acts of 1584 and 1587 are given in full by Lattes, pp. 101 and 109. 


t Morosini, in his Historia Veneta, under the year 1587, says: ‘‘ Negotia- 
torum quoque incommodo subvenire decretum, qui, apud privatos mensarios 
pecunia deposita, eorum fraude, avaritia, crebrisque decoctionibus ingentes 
jacturas damnaque patiebantur; ex quo publicis etiam redditibus haud parva 
detrimenta accedebant. Itaque lex lata in Senatu, ut publica mensa erigere- 
tur, in qua tuto singuli argentum aurumque adservarent ; ei Gubernator prae- 
ficeretur, qui rite atque ex ordine cuncta administranda curaret; id munus 
Francisco Gradenico primum tributum.” But Morosini takes no note of the 
establishment of the Banco del Giro in 1619, and perhaps supposed that bank 
to be the same as the “‘ mensa”’ of 1587. 
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could not supply the want, establishes a banco de scritta 
for three years, to be placed under the charge of a gov- 
ernor elected by the Senate for the same term, and under 
the inspection of the Proveditori soprabanchi. The bank 
was required to receive all cash deposits offered in good 
and current money ; the money was to remain always sub- 
ject to call, sempre pronto a requisition di creditori; trans- 
fer in bank could be made, but only in the presence of 
the depositor or by his written consent lodged in the office 
of the soprabanchi ; no transfer could be made in blank, but 
credit must be given in account to the transferee at the 
same time that the transfer was debited; and, finally, the 
expenses of the establishment were to be met by means 
of the duties on imported goods. In December, 1593, a 
further act provided that all bills of exchange should 
thenceforward be paid by transfers in bank only. It is 
evident from these provisions that the Bank of the Rialto 
was not a bank in the modern sense, as the private banks 
superseded by it had been. The republic wisely declined 
to undertake the investment of the funds intrusted to it, 
sought no profit from the use of its credit, and, in short, 
merely undertook to keep the money of depositors in 
safety, and to pay it out or transfer it to others at the 
will of the owner. At a given moment the depositors 
might even draw out the whole of the cash, in full satis- 
faction of their claims, if they chose, and nobody would 
be any the worse.* Certain of the functions of the 
private banks were thus selected and made the work of 
the new establishment, and the rest were disregarded. It 
is clear, then, that this development of the Venetian 
public bank from the business carried on in private hands 


*It is worth noting that the governor of the bank was forbidden under 
heavy penalties to traffic in, use, or lend any of its moneys. Lattes, p. 110. 
Contarini’s discussion as to what might happen in case of war, and his asser- 
tion of the ability of the bank to pay everything on demand, tanto sara il dar, 
quanto I’ haver, is important as showing that commercial and not fiscal con- 
venience was the purpose of the undertaking. See Lattes, p. 137. 
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had no possible relation to any public debt or to any use 
which the state might be able to make of the moneys 
deposited with it. 

The provision made in 1593 as to bills of exchange, 
already referred to, was for two centuries an important 
regulation of Venetian commerce; but it had its origin 
from a special cause. It is manifest that, so long as the 
Bank of the Rialto should be conducted in accordance 
with its fundamental law, payments in bank must be the 
exact equivalent of cash payments, since the payee in 
bank received a credit convertible into cash at pleasure. 
Debtors who found it inconvenient to meet their debts 
with cash would therefore find it equally inconvenient 
to meet them with a transfer in bank. This led to a 
practice of settling bills of exchange by novation, or the 
substitution of one debtor for another, like that described 
by Contarini as existing in Antwerp.* An act of Novem- 
ber, 1598, says, “‘ There has been introduced within a short 
time a notable abuse in the Piazza di Rialto: that pay- 
ments for exchange and merchandise, which ought to be 
made by accounts in bank or in cash, are made by a kind 
of transfer in which debtors assign to their creditors each 
one his debtor, and this debtor assigns another, and so on,” 
to the great embarrassment and injury of creditors who 
really wish for their money, se il creditor vuol valersi del 
suo per qualche bisogno. This transfer (giro) of debts, 
when cash was really due, was therefore forbidden; and 
a few days later the act of December 14, 1593,} after a 
similar recital of the evil, made the well-known require- 
ment for payment in bank of all bills of exchange, under 


* See Lattes, p. 121. 

t For the two acts of 1593, see Lattes, pp. 170, 171. In Colwell’s Ways 
and Means of Payment, in a chapter on the Bank of Venice, the date of this 
act is given on the authority of Savary as 1423. Mr. Colwell, adopting the 
traditional account as to the great age of the bank, easily accepted a date 
which carries the act back to a time when there was no public bank in Venice, 
and long before the establishment of any such provision as to exchange. 
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severe penalty. The increase of transactions thus thrown 
upon the bank compelled the Senate in April, 1594, to 
authorize an increase of clerical force in the bank; and 
they then took occasion to require that not only all letters 
of exchange drawn upon Venice, but all bills of a similar 
kind drawn at Venice and sold, should be settled for in 
bank, thus making payment in bank a legal tender for all 
commercial paper of this class. 

The question whether the public bank with its restricted 
functions should have the sole occupation of the field of 
banking was finally decided by convenience rather than 
by deep policy. The act of 1584 had forbidden the 
establishment of private banks, restando nell’ avenire pro- 
hibito del tutto a particolari il levar pid banchi;* but this 
act being repealed, and the act of 1587 containing no 
such prohibition, the establishment of private banks may 
be said to have become possible, although for several years 
bankers were not forthcoming. But in February, 1596-97,+ 
the Senate, after reciting the impossibility of meeting all ° 
the needs of commerce by means of a single bank, gave to 
Dionisio Contarini, who had served as governor of the 
public bank, leave to establish a private bank for six years. 
The banker bound himself to give security to an extent 
declared to be unexampled, and to supply the mint annu- 
ally with an agreed quantity of gold and silver. All his 
receipts and payments were to be in good money of lawful 
weight, he was to undertake no public contract for merchan- 
dise, and payments offered by transfer upon his accounts 
were to be receivable only at the pleasure of the payee. 
Nothing more has yet been brought to notice respecting 
Contarini’s bank; but in 1619 the Senate again gave a 
companion to the Bank of the Rialto by the act of May 
3, creating the famous Banco del Giro,— the great public 
bank whose origin is so often said to date from the twelfth 
century.t The two banks, organized separately, but with 


* Lattes, p. 102. t Ibid., p. 177. 
t The act is given in full by Lattes, p. 183. A translation will be found 
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similar powers, continued to work side by side until 1687, 
when the Bank of the Rialto was discontinued in conse- 
quence of the absorption of its business by the Bancogiro ; * 
and the latter was then left as the sole occupant of the 
field. 

The circumstances under which the Banco del Giro was 
established are stated in general terms in the preamble of 
the act. Giovanni Vendramin had contracted to supply 
to the Venetian mint a large amount of silver, in bulk or 
in Spanish reals, and to receive payment, one-half in coin 
or in bank credit, and the other half in gold, either coined 
or in bars; and, as the rate at which he supplied the silver 
was low, the republic agreed to make him a large loan in 
bank credit. At the same time there were merchants, to 
whom the republic was indebted for goods and for bills of 
exchange, who had received assignments upon the mint 
and other public offices, the collections upon which were 
slow and embarrassed by official forms. To make a prompt 
settlement with Vendramin and with the other creditors, 
the new bank was created, and placed in charge of an 
officer called the Depositario del Banco del Giro; and the 
creditors were paid by being credited with deposits on its 
books. To enable the bank to meet the demand for pay- 
ment to which it was thus exposed, a large sum in reals 
received from Vendramin was exchanged at the Banco di 


in the Appendix of this number. As for repetitions of the legend referred 
to in the text, it is enough to cite among the latest Encyclopedia Britannica 
(9th ed.), vol. iii. p. 316; Appleton’s American Cyclopedia, vol. ii. p. 273; 
Dictionnaire des Finances (1889), vol. i. p. 291. 


* Rezasco, who made a diligent search in the Venetian archives for matter 
relating to the two public banks, cites the order abolishing the Bank of the 
Rialto as dated January 2, 1637. Dizionario di Linguaggio Italiano Storico ed 
Amministrativo, p. 85. 

+t The Banco del Giro was so named, as has often been explained, because 
of the continual movement of credit by transfer from one depositor to another. 
The name distinguished the bank from the Banco della Piazza, but the prac- 
tice referred to by it was in no way peculiar to the new bank, as has been 
shown already. 
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Rialto for current money; and this, with coin struck 
from silver in bulk supplied under Vendramin’s contract, 
was placed in the Banco del Giro, to the extent of 150,000 
ducats, as a reserve. It was also provided that payments 
of 10,000 ducats per month (increased soon afterwards to 
80,000 ducats) should be transferred from the mint to the 
bank, until the sum of 500,000 ducats, the amount of 
the payments to be made to public ereditors, should be 
covered.* 

The greater part of the act of 1619 relates to the or- 
ganization of the bank and the duties of the officers to be 
appointed; and there is little pains taken to explain the 
functions of the institution so carefully officered and 
guarded. There is enough on the face of the act to 
make it clear, however, that the Banco del Giro was to be 
a deposit bank of the familiar type, holding, transferring, 
and paying deposits at the call of the depositor, like the 
existing Banco di Rialto, but performing no other of the 
functions of banking : — 


That in this new Bank it shall not be allowable to exact any charge 
(non si possi scuoder) from merchants, but only to pay in cash, except 
to those who have overdrawn. 

That no one shall refuse payment, in said Bank, of his credits, 
from one hundred ducats upwards. 

That transfers of any amount may be made, although of one hun- 
dred ducats or less, at the convenience of merchants, provided the 
parties are agreed. 


And, as the reason for establishing the large reserve 
described above, the law premises,— 


Since one of the chief and most necessary considerations as to this 
Bank for the public and for the private interest is, that such a sum 


* These transactions can be made out with reasonable clearness from the 
preamble and the last four sections of the act of 1619 establishing the bank. 
An account is given of them by Rezasco, p. 82, with some details as to Vendra- 
min’s contract obtained by examination of the original. There is also a brief 
account given in a short memoir on the public banks, written near the end of 
the seventeenth century by the senator Bernardo Trevisan, and published 
under the title of Informazione per il Banco del Giro in Vigano’s translation from 
Sonnleithner, La Scienza del Commercio, p. 293. 
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be assigned to it that not only private individuals may receive 
promptly whatever sum of money they may need to draw for the day, 
but that always, in case it should seem good to this Council to pro- 
ceed to close the said Bank, the Capital may be ready in sufficiency to 


pay to every one his just due, 
Therefore, be it ordered, etc.* 


These provisions undoubtedly contemplated the estab- 
lishment of a cash-paying deposit bank, of which the 
reserve was supposed to be sufficient at the start for all 
probable demands, and was to be increased to the point of 
equality with the total liability. The credit of the bank 
was to be sustained, therefore, not only by the good faith 
and policy of the republic, but ultimately by the actual 
presence of all the money which the credit might repre- 
sent. This system contained the least possible mystery, 
either as regards theory or practical operation; and the 
Bancogiro would have been simply a second Bank of the 
Rialto but for the fact that the debts of the republic to 
Vendramin and the other public creditors were the occa- 
sion for its creation. As it was, instead of opening for 
business with neither liabilities nor cash on hand, as a 
simple bank of deposit might have opened, the Bancogiro 
began with a large liability upon its books to certain 
creditors of the state, and with a considerable resource in 
cash, which the state agreed to fill up to the full amount 
of the liability. If we imagine the case of a government 
taking advantage of a demand for paper circulation by 
paying its creditors in notes convertible on demand, with 
the purpose of gradually accumulating in its treasury cash 


* This statement is so important as showing the object of the reserve that 
it is worth while to present its text : — 

‘“* Et perché una delle principali et pi necessarie considerationi di questo 
Banco per il publico, e per il privato interesse, 8 che li sia fatto assignamento 
tale, che non solo possano li particolari haver prontamente qualche summa de 
denaro, che 4 loro bisognasse cavare alla giornata, ma che sempre, paresse A 
questo Consiglio id venir alla estinzione di detto Banco, vi siano pronti li Capi- 
tali sufficienti per dar ad ogn’ uno il suo giusto credito. 

“*Perd s’ intendi fermamente preso, ecc.”” Lattes, p. 189. 
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equal to the amount of notes in use, we should have a 
case strongly resembling the operation undertaken by the 
Venetian Senate in establishing the Bancogiro as one of 
its public offices. 

These circumstances afford some explanation for the 
tradition that the Bank of Venice was originally a public 
debt ;* and, taking into account further the fact that the 
Banco del Giro superseded the Banco di Rialto so effectu- 
ally that the date of its own creation was, as it were, sub- 
merged, and that the transfer of deposits, the yiro prac- 
tised by both, was their best known characteristic, and 
had also been the practice of private bankers for an un- 
known period, we can see the possible growth of the le- 
gend which finally assigned to the Bank of Venice a life 
of about six centuries. 


The history of the Banco del Giro from its establish- 
ment in 1619 has never been written. Materials for it 
exist in abundance in the Venetian archives; but, al- 
though they have been drawn from by Ferrara and 
Rezasco, nobody has thought it worth while to follow the 
bank carefully through its vicissitudes, and it is not cer- 
tain that the gain from doing so would be great. For the 
present purpose, at any rate, it is enough to say that the 
republic did not find it easy to carry on the business of 
the bank in the regular course contemplated by the law. 
The engagement to fill up the reserve of the bank by 
monthly payments was, in effect, an engagement to pay off 
a public debt at that rate from revenue; and, this being 
found difficult, fresh creations of liability put off the time 
for completing the payments. In 1630 the closing of the 
bank was determined upon,t and the raising of the money 
needed for this purpose was provided for; but some 
changes in affairs—the effect probably of the breaking 


* This explanation is suggested by Rota, Storia delle Banche, p. 114. 


tSee Trevisan’s Informazione, as cited above, p. 297. 
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out of the war in Candia in 1631 — caused this plan to be 
abandoned. The bank kept on with varying success and 
credit; and in 1650 money was again raised to cover in 
part the public debt and thus to place the establishment 
on a firmer basis. During all this earlier part of its his- 
tory, however, the bank probably suffered as much from 
disorderly management as from the inability of the gov- 
ernment to clear off its debt. Notwithstanding the elabo- 
rate regulations prescribed by law to insure against offi- 
cial malfeasance, frequent irregularities and frauds appear 
to have occurred ; and several revisions of the regulations 
had to be made to check the negligence of responsible 
officers. In 1662 a great fraud committed by a book- 
keeper was discovered;* and it is to this culmination 
of evil in the management of the bank that the revi- 
sion of its regulations in 1663 was due.t The new code 
then published is filled with such minute provisions 
against neglect and misconduct, and contains such fre- 
quent references to abuses and fraud, as to give the 
impression of a constant struggle with unfaithful or dis- 
honest servants. 

The eighteenth century saw the cash office of the bank 
closed and specie payments suspended, from 1717 to 1739, 
as a consequence of the wars in which the declining re- 
public was engaged for many years. The credit of the 
bank fell during this period, but recovered when the cash 
office was reopened by order of the Senate in 1739; and 
thenceforward the commerical writers treat the bank as a 
solid and important establishment until the breaking out 
of the wars of the French Revolution. The embarrass- 


* Trevisan says “un enorme intacco.”’ Informazione, cited above, p. 298. 

t The Ordini e Regole of 1663 begin with this recital: ‘‘ Vedendosi da gl’ 
Infedeli Ministri neglette, e contravenuto a tante sapientissime Regole dalla 
prudenza dell’ Eccellentiss. Senato fondate per la buona direttione del Banco 
del Giro, anzi con fraude dannabile dilapidati i Capitali del Banco stesso con 
tanto universale gravissimo pregiudicio.”” In Marperger, Beschreibung der 
Banquen, p. 190. 

} For the decree, see Rota, Storia delle Banche, p. 116. 
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ment of the republic by the year 1797 had led to such 
drafts on the cash of the bank that, with a deposit of 
nearly 1,500,000 ducats, the reserve was reduced to a 
trifle over 522,000 ducats.* The bank, however, sur- 
vived the occupation of Venice by the French; and when, 
under the treaty of Campo Formio in October, 1797, the 
Venetian republic was extinguished and the city was 
given to Austria, an effort was made to restore the credit of 
the establishment by creating a redemption fund, fondo 
di Amortizazione, supported by a stamp duty on bills of ex- 
change, bills of lading, and policies of marine insurance, 
and later by other revenues. The deficit was for a time 
reduced; but the Austrian administration found its own 
wants pressing and the coffers of the bank tempting, and 
in 1804 the deficit had again risen, according to Rezasco, 
to nearly 1,280,000 ducats. The Fiscal deputato al Banco- 
giro reported at some length in January, 1805, upon some 
reforms for the benefit of the redemption fund. But the 
defeat of the Austrians at Austerlitz and the treaty of” 
Presburg in December, 1805, brought Venice under the 
French domination; and in July, 1806, Napoleon issued his 
decree for the liquidation of the debts of the Bancogiro, 
allowing for one-fourth of the amount scrip receivable 
for purchases of public property, and registering the other 
three-fourths in the public debt called the Monte Napo- 
leone.{ This stroke, by a heavy hand, closed a remark- 
able chapter in economic history. 


Without seeking to trace more minutely the changes in 
the varying credit of the bank and their causes, it is im- 


* Rezasco, p. 83. 


t Proclamation by Count de Walis, imperial commandant, October, 1798, 
in the archives of the Frari; MS. copy, received from Mr. F. R. Grist, late 
United’ States vice-consul at Venice. 


t For copies of the report of the Fiscal Deputy in 1805 and of Napoleon’s 
decree of liquidation in 1806, the writer is also indebted to Mr. F. R. Grist. 
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portant to observe the effect produced by the suspensions 
of payment, which, as has been seen, occurred several 
times, beginning with perhaps more than one such period 
during the war of Candia* between 1631 and 1669. In 
order to do this, however, we -must briefly consider the 
nature of the currency used by the bank. The uniform 
statement of the writers who at any period had occasion 
to notice its currency is, that the ducat in which the bank 
kept its accounts was twenty per cent. higher in value 
than the actual ducats in circulation, or, in other words, 
that the bank used a money of account which bore 
this premium when rated in current money. This, for ex- 
ample, is the statement made by Turbolo so early as 
1629 ; t+ by Malynes in 1656 ; by the writer of the Discorso 
printed in the Appendix, who wrote near 1760; and by 
Ricard and the other commercial writers near the close of 
the last century. The ducat banco represented no coin, 
and as little did it represent, as some have supposed, a 
superior value caused by the high credit of the bank. 
Whatever the reason for the particular ratio selected, the 
establishment of a nominal bank ducat superior to the real 
ducat was an administrative provision probably made when 
the bank was opened or shortly after.{ It was, in fact, 
simply the establishment of an imaginary denomination, . 


*It is probably to a suspension during this war that Matthew Lewis 
refers, in his pamphlet 4 Large Model of a Bank (London, 1678), when he 
says that in the late Turkish wars the Senate was forced to expend all the 
specie: ‘‘ now there is no money at all, neither is any money in specie ever paid 
out; but... the Fund is a meer imaginary thing.”’ 


t Turbolo, Discorsi e Relazione sulle Monete del Regno di Napoli, in Custodi’s 
Collection, vol. i. p. 200. 

t Turbolo’s statement, made in 1629, is that the difference of twenty per 
cent. existed da molto tempo. Trevisan, writing near the close of the same 
century and after examination of the documents, says expressly, after describ- 
ing the foundation of the bank, ‘‘ In questo momento si stabili anche una mo- 
neta propria per il medesimo banco,”’ etc. Informazione, p. 296. Malynes, Lex 
Mercatoria (edition of 1656), describes (p. 257) many cases of what he calls im- 
aginary money. Among them is the Venetian ducat banco, but he does not re- 
mark upon it as in any way unusual. 





























THE BANK OF VENICE 331 


for use in accounting. The language of the Discorso as 
to what really took place when the bank was still in full 
operation leaves no doubt on the point. If, says the 
writer, a person carries 1,200 real ducats, ducati effetivi, to 
the bank, he receives credit for 1,000 ducats banco; and 
if, having credit for 1,000 ducats banco, he draws it out, 
1,200 real ducats are paid to him.* The so-called con- 
stant agio of twenty per cent. was then simply the result 
of using two denominations to express the same real value, 
—as if the Bank of England were to keep its accounts 
in guineas, which are worth five per cent. more than 
sovereigns, but are represented by no actual coin, sover- 
eigns being used the while as current money. The agio 
presupposed freedom of deposit and freedom of with- 
drawal; and, such freedom being maintained, the agio 
would hardly rise and could not fall. It would not rise so 
long as credit in bank could be obtained by depositing 
coin, and it could not fall so long as 1,200 real ducats 
could be drawn for every 1,000 ducats banco. If there 
were a scarcity of bankable coin, the ducat banco, being 
required for certain payments, might conceivably be “ cor- 
nered”; but this could not affect its relation to coin, 
and it could not depreciate except in the case of sus- 
pension. 

The 1,200 real ducats with which the depositor pro- 
cured his credit for 1,000 ducats banco were, however, 
ducats of lawful weight: whereas the coin in actual use in 
Venice, as in the other commercial cities of that age, con- 
sisted, to a great extent, of pieces below the standard, 
either from wear or from illegal practices, constituting a 
currency often much depreciated. The coin of full weight 
then bore a variable premium when exchanged for that in 
ordinary circulation; and thus we have what was called 
the sur-agio, which had to be taken into account in re- 


* See Appendix, p. xviii. 
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ducing bank money to every-day cash.* The agio repre- 
sented the difference between the denominations used by 
the bank and by the public in dealing with standard 
money, and the sur-agio measured the depreciation of cir- 
culating coin below the legal standard. 

These were the conditions under which the Bancogiro 
carried on its operations when receiving, transferring, and 
paying out, according to the scheme of its charter. The 
execution of this scheme was several times interrupted, 
however, as we have seen, by suspension of payment. 
Besides one or two earlier suspensions of uncertain date,t 
the bank stopped its payments in 1691 and again in 1717, 
both times under the stress of war. In these cases, the 
Senate, closing the cashier’s office, appears to have used 
for the public service the cash’ on deposit, and on the 
second occasion, if not on the first, according to the writer 
of the Discorso,t the supplies for the fleet were paid for 
by credits in bank, which, he adds, “is the same thing 
in substance as giving out notes instead of money.” 
The statements made as to the effect of these suspensions 
on the credit of the bank are contradictory ; but they may 
be reconciled upon a little reflection as to the connection 
between depreciation and over-issue. 

It is plain that a currency which for important purposes 
is a legal tender would not lose its ease of circulation by 
becoming inconvertible, and might even be kept at par with 
specie, if its supply were strictly limited to the demand 
for the special purposes referred to, as, for example, in this 


*Thus Kruse, Allgemeiner Contorist (Hamburg, 1753), p. 174, says, ‘* Die 
Valuta ist entweder Banco, oder Corrente, oder Piccoli,” and then goes on 
to explain that Banco bears an agio of twenty per cent. in Corrente, and Corrente 
an agio of twenty-nine per cent. in Piccoli, defining the three valute substan- 
tially as above. 

tIn Matthew Lewis’s Proposals to King and Parliament (London, 1677) 
there is some account of a suspension, apparently not very recent, given by him 
on the authority of Venetian merchants, as evidence that credit is better than 
cash 


t Appendix, p. x. 
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case, the settlements for exchange. In short, the good 
credit sometimes enjoyed by the bank after suspending 
payment, which excited the wonder of foreign observers, 
like the English pamphleteer, Dr. Matthew Lewis, is 
the same phenomenon which has been observed in other 
cases, where inconvertibility has not been made the excuse 
for over-issue. The notes of the Bank of England did not 
seriously depreciate for ten years after the suspension of 
1797; the notes of the suspended banks of New York and 
New England did not fall much below specie after the 
suspension of 1857; and the Bank of France from 1870 to 
1878 generally kept its inconvertible notes close to par. 
Considering the difficulty found even by the present gen- 
eration in comprehending such cases, it is not surprising 
that in the seventeenth century the Bank of Venice 
should have seemed to have in use an “imaginary money,” 
independent of any cash basis, and, nevertheless, of higher 
credit than even coin itself. But the Venetian Senate 
was not always cautious as to the use of credits in bank, 
but, as in the case referred to above, yielded to the temp- 
tation or necessity of over-issue. The inevitable result 
then followed,— the ducat banco depreciated, notwith- 
standing its use in settlements for exchange and the sup- 
posed credit of the republic.* The evil was of the sim- 
plest nature possible; and the remedy was as simple. 
After the long suspension from 1717 to 1739 the Senate 
finally, as an expedient, “‘a togliere ogni alterazione alla 
partida del Banco,” to cite the words of the act,f re- 

*As to the fact of depreciation, Savary may be cited, Parfait Négociant, 
vol. i. p. 464, where he remarks rather contemptuously that little harm was 
done, for those who lost confidence could easily find persons who would relieve 
them by purchasing their credits in bank at ten or fifteen per cent. discount. 
Cantillon, Essai, p. 412, apparently referring to the suspension of 1690 and 
using intelligence obtained from Venice, speaks of a depreciation of twenty 
per cent. Daru, Histoire de Venise, vol. iii. p. 135, says, ‘‘ Les valeurs de 
banque continuérent de circuler sans défaveur.”” But Daru, although he cat- 
alogued the Discorso, seems to have overlooked among other things its express 


affirmation that the bank credit fell twenty per cent. in the Ottoman War, 
and that the condition of credit was critical. See Appendix, p. x. 


tSee Rota, Storia delle Banche, p. 116. 
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opened the cash office, and, to insure its ability to con- 
tinue its payments, devoted to this purpose 250,000 ducats 
then at the command of the government. In other words, 
depreciation was ended by resuming payment and re- 
storing the convertibility of the ducat banco. No fiat of 
the Senate had given the ducat banco an invariable value 
when the bank was not paying its debts, and no such fiat 
was needed when these debts, to use an emphatic phrase 
from our own legislation, were again “payable and paid 
on demand.” 

Such a case falls strictly into line then with what 
happened to the Venetian private bankers when they sus- 
pended and again resumed, and with what happens in the 
nineteenth century when any bank of issue or of deposit 
goes through the same changes. That any mystery should 
have grown up as to the amenability of the Bancogiro to 
the recognized laws of value, is perhaps due in part to 
the belief that no. depreciation took place when the bank 
suspended, which was industriously and ignorantly spread 
by some foreign writers, as has been noticed above. In 
part, also, the mystery is due to the failure to comprehend 
the meaning of the agio, in which, however, the merchant 
of the last century found nothing wonderful, as is clear 
from the matter-of-fact treatment of the subject by the 
commercial writers. The meaning of the agio is confused 
no doubt by the occasional efforts of the law to limit it to 
the regular rate, and to prevent speculation at times when 
either the scarcity of standard coin or the suspension of 
business at the cash office made it possible to “corner” 
the medium in which large commercial payments had to 
be made. Still, with the mind freed from the notion that 
credit can be worth more than cash otherwise than 
accidentally,— or, in other words, that a promise is worth 
more than the thing promised,— the agio falls into its 
natural place as the mark of a currency which is below 
the standard fixed by law or usage, and the transactions 
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of the Bancogiro are seen to exemplify and confirm 
principles now recognized as of every-day application. 


The proper limits of this paper do not permit a review 
of the daily operations of the Bancogiro, as described by the 
writer of the Discorso. His account of the Depositary tak- 
ing his place in full view of the Piazzetta, ringing his bell 
when the concourse of merchants on ’change shows that the 
time for banking has come, and setting his hour-glass to 
mark the beginning of the two stated hours, the viva voce 
dictation of transfers by depositors so that the clerks may 
make the entries in duplicate, the peremptory close of 
transactions at the sound of the bell and the drawing of 
the marella, the removal of the books to the grated cham- 
bers, the careful separation of the two sets of books and of 
clerks, so that no collusion may invalidate the comparison 
of the balances when finally drawn off in duplicate, the 
use of Roman numerals in some of the accounts rather 
than Arabic,— all this gives us the picture of a leisurely, 
punctilious, and traditional movement, well adapted per- 
haps for a city with declining commerce, but not for one 
in the hurry and bustle of full prosperity. The private 
bankers, more ready to adapt themselves to the needs of 
the community, had served their purpose, but had paid the 
penalty of inexperience in dealing with credit. The 
public bank had replaced them, had discarded a part of 
their functions, and had reduced the remainder for safety 
to an inflexible routine. In this form, however, the public 
bank had no longer the power to adapt itself to the needs 
of commerce in a rapidly changing world; nor was it 
saved from loss of both cash and credit by the hand of 
the government. Even without the shock of the French 
Revolution, then, and without the final order for liquida- 
tion from Napoleon, it is not probable that its importance 
could have continued long. The Bancogiro, like the Bank 
of Amsterdam, could have found no place in the nine- 
teenth century. 

CHARLES F. DUNBAR. 
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NOTES AND MEMORANDA. 


ANOTHER collection of economic monographs has appeared, 
—the Staats- und sozialwissenschaftliche Beitrdge, edited by 
Professor A. von Miaskowski, who thus signalizes his entrance 
on the chair of political economy at the University of Leipzig. 
The first two numbers, by Doctors Schiff and Firth, are noted 
in the list of recent publications. There are now at least five 
such series, edited by Professors Conrad, Schmoller, Elster, 
Knapp, and Miaskowski. Their number, and the high average 
quality maintained by them, are evidence of the extraordi- 
nary activity of the Germans in social and economic investiga- 
tion; but it may be doubted whether scientific interest calls 
for such a division of forces, and, indeed, whether the multipli- 
cation of serials and periodicals is, in fact, the result of pure 
devotion to the cause of knowledge. The desire to advance 
the repute of individuals and the interests of particular institu- 
tions obviously plays its part, and tempts to publication for the 
sake of publication. 


WE are informed that the April number of the Giornale 
degli Economisti is to contain a careful article by Professor 
Luigi Cossa, of Pavia, on the history of economic science in 
the United States. 

It is also announced that Hoepli of Milan will issue in a few 
weeks Professor Cossa’s new volume, in which, besides a gen- 
eral statement of economic theory, the author will give with 
great elaboration a eritical history of the science. This, which 
is the principal part of the work, will not only discuss the 
writers in English, French, German, and Italian, but will also 
give a survey of the Polish, Russian, Hungarian, Scandinavian, 
Dutch, Spanish, and Portuguese writers. 
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ANOTHER addition to the list of periodicals on economic 
subjects comes in the Sozialpolitisches Centralblatt, of which 
the first number appeared in January. It is a weekly, under 
the charge of Dr. H. Braun, the editor of the Archiv fir 
soziale Gesetegebung, and will be in some sort complementary 
to the Archiv. The prospectus promises notes on current 
movements and publications, and complete and systematic 
summaries of all published matter on the range of subjects in- 
dicated by the title. It will be published by J. Guttentag, 
Berlin, at 12 marks per year. 


A wetTEeR from Hon. Carroll D. Wright, of the Depart- 
ment of Labor at Washington, makes the following interesting 
statement : — 

“Since the publication of the January number of the 
Quarterly Journal of Economics, containing my article on 
the ‘Evolution of Wage Statistics,’ I have received a copy of 
a Return of Rates of Wages in the Minor Textile Trades of , 
the United Kingdom. In this Return I am greatly gratified 
to find that the statistician of the Board of Trade has em- 
bodied the classified method of stating wages. In several 
excellent tables he gives the limits of average rates, the total 
number employed within each limit, the estimated average 
rate used in computing the amount, and the total amounts 
earned in one week,—all these on the classified wage basis. 
I am sorry that these tables did not come to hand in time for 
me to refer to them in the article named.” 


Wirs the current year, the forty-eighth since its foundation, 
the Zeitschrift fiir gesammie Stautswissenschaft assumes a 
new form, and appears under the sole editorship of Dr. A. 
Schiiffle, who has for some years been most active in its man- 
agement. The published list of collaborators shows some im- 
portant additions, indicating that the Zeitschrift continues to 
keep in touch with the leading German scholars. Its policy 
and general character are to remain unchanged. 
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THE LONG discussion in the French legislature on the rear- 
rangement of the tariff system came to an end on the 7th of 
January last, when the final vote was passed in the Chamber, 
and the new tariff act became law. With this step the system 
of treaty tariffs, which began in the famous treaty of 1860 with 
Great Britain, comes to an end, and a radically new régime 
sets in. The government had prepared for the change by 
giving due notice of termination of the treaties of 1881 and 
1882 with Switzerland and Belgium, which it became possible 
to cancel by February 1 of the current year. Other countries, 
having treaties with France on the terms of the most favored 
nation clause, notably England and Germany, had enjoyed 
the treaty tariffs of Belgium and Switzerland; and until the 
termination of the latter the hands of France had been tied. 

The fundamental provision of the new system is the adop- 
tion of two tariffs, a general tariff and a minimum tariff. 
The general tariff is to be applied in the absence of any spe- 
cific arrangements to the contrary. The minimum tariff, in 
the language of the new act, “may be applied to goods orig- 
inating in countries which give to French goods corresponding 
benefits, and which apply to French goods their lowest tariff 
rates.” A more specific indication of the mode in which the 
legislature means the minimum tariff to be used is given by 
an act passed on December 29, 1891, when the discussions on 
the new system were coming to aclose. By this the govern- 
ment is authorized to apply the minimum tariff, in part or in 
whole, to countries which hitherto have enjoyed the treaty 
tariff, and which continue to give the most favored nation 
treatment to French goods, with the provision that this con- 
cession must be revocable by France at pleasure, on giving a 
year’s notice. The members of the ministry, in the debates, 
stated their expectation and desire that friendly commercial 
relations might be maintained with other countries; and in 
practice the general tariff is likely to be simply a measure of 
aggression and retaliation. The minimum tariff will probably 
be applied as generally as was the old treaty tariff, and will be 
the tariff virtually in force. 

There will remain, however, one important and permanent 
difference between the operation of the old system and of the 
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new. The old system, resting as it did on treaties, was in- 
flexible. During the period for which the treaties were in 
force no changes in the treaty rates could be made by the 
legislature. 

The impossibility of making changes which public opinion 
was supposed to demand, and more especially the manner in 
which France was obliged, by the treaty of Frankfurt, to give 
Germany the most favored nation treatment, were indeed the 
chief causes leading to the abandonment of the treaties. 
Under the plan now adopted France is free to change her rates 
at any time, since they rest not on treaty, but on legislation, 
and since the government is forbidden to commit itself to a 
promise of applying the minimum tariff to any country for a 
definite period. 

Even under the minimum tariff the change in rates is de- 
cidedly in the protectionist direction. The minimum duties, 
as a rule, are higher than those of the previous treaty tariffs, 
while there is a still further advance under the general tariff. 


Thus the minimum duty on pig iron is 1.50 frances per hundred , 


weight (about $3 per ton); and the general tariff rate is 2 
francs. On textiles the range between the minimum and 
general tariff is of the same sort, the general rate being higher 
by a fourth or a third. One important class of articles is sub- 
jected to the general tariff only,— agricultural products. 
These had not been included in the treaty tariff system; and 
the legislature, being unhampered in regard to them, had 
raised the duties steadily in recent years. The duties continue 
to be high, and are not inscribed in the minimum tariff. On 
wheat the rate remains at the old figure of 5 francs per 
hectolitre, or about 35 cents a bushel. On Indian corn 
it is 3 francs. The protective system is not carried so far, 
however, as to subject to duty all raw materials. Wool, flax, 
hemp, raw silk, continue to be admitted free; and, after a long 
struggle between the Chamber and the Senate, the latter car- 
ried its proposal to admit free of duty oil-bearing grains, such 
as flax-seed and cotton-seed. 

On some embarrassing articles, where a conflict had arisen 
between the demands of the agricultural producers for protec- 
tion and those of the manufacturers for cheap materials, all 
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parties are placated by the introduction of a bounty system. 
By separate acts bounties are given for a period of six years 
from 1892, on raw silk, hemp, and flax. The bounty is 50 
centimes per kilogram on cocoons, and on raw silk is at a fixed 
amount per year for each machine in use in the filatures. On 
hemp and flax a maximum of two and a half million francs a 
year is appropriated, and is to be divided among the cultiva- 
tors of these fibres in proportion to the acreage sown by them. 


MEANWHILE, the German Empire is entering on the policy 
which France has abandoned, by committing itself through 
commercial treaties and a given scale of duties for a long 
term of years. In the latter part of 1891 a treaty of com- 
merce was concluded with Austria-Hungary, bringing to a suc- 
cessful close negotiations which had been carried on for sev- 
eral years, and was quickly followed by similar treaties with 
Italy, Belgium, and Switzerland. Other treaties with Spain, 
Russia, and the Balkan States are expected to follow. All the 
treaties concluded hitherto go into effect on February 1, the 
identical day on which the French treaty arrangements cease. 
They are to remain in force for a period of twelve years, and 
thereafter are to be terminable after a year’s notice. 

The changes in duty are not great in any case, though in 
some cases they are not inconsiderable. Many of the duties 
enumerated are those now in effect; but the contracting par- 
ties bind themselves not to raise them during the term of the 
treaties. The stability in commercial relations so insured was 
the feature on which Chancellor Caprivi, in presenting the 
treaties to the Reichstag, laid stress as the greatest object at- 
tained. But some appreciable reductions are made. Chief 
among these is the lowering of the treaty rate on wheat from 
5 marks to 3.50 per 100 kilograms. The duty of 5 marks on 
wheat was imposed in 1887, when it succeeded the rate of 3 
marks fixed in 1885. The new treaty rate of 3.50 marks (equal 
to about 21 cents a bushel) is a gain to the German consumer 
as far as it goes, but of course cannot satisfy those to whom 
the whole system of grain duties is objectionable. 

Next most important, and from the political point of view 
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perhaps most important of all, is the reduction of duty on Ital- 
ian wines. This change has its political significance from its 
bearing on the commercial relations between Germany and 
France. It will be remembered that, by the Frankfurt treaty 
of peace between these two countries, each country stipulated 
to treat the other on the most favored nation basis, with the 
proviso that this engagement should hold only of favors 
granted to England, Belgium, the Netherlands, Switzerland, 
Austria, and Russia. There is no mention of Italy. Conse- 
quently favors granted by Germany to Italy are not extended 
by the Frankfurt treaty to France. The commercial relations 
between Italy and France were strained, and those of Ger- 
many with Italy made more close, by the Franco-Italian 
tariff war of 1888-90; and now Germany seeks to make still 
closer her commercial relations with her political ally. With 
the lowered rates on wines, and the growth of traffic which 
the St. Gothard tunnel has already stimulated, it is hoped to 
increase the importation of Italian wines into Germany for 
consumption, under their own names or under German labels. 
The political aspects of this move were very frankly avowed 
in Chancellor Caprivi’s speech on the treaties. He expressed 
to the Reichstag his conviction that the next war would be a 
war of peoples, and that the support of popular feeling would 
be essential to its success: therefore, the allied countries should 
strive to bind together their subjects by friendly commercial 
relations in time of peace. 

The new treaty tariff of Germany will become with most 
countries its general tariff. The empire has commercial 
treaties on the most favored nation basis with Great Britain, 
the Netherlands, Roumania, Servia, Greece, and some minor 
countries. These treaties, it is true, are terminable at pleas- 
ure; and it is probable that Germany, in return for their 
retention and for the enjoyment of the rates of the new 
treaties, will exact from some of the countries mentioned a 
guid pro quo in the way of reductions on German goods. As 
to the United States, the situation is peculiar. There is no 
formal treaty of commerce between the German Empire and 
the United States; but it has always been assumed that the 
old Prussian treaty, with its most favored nation clause, was 
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applicable to the relations between the two countries. At all 
events, an understanding seems to have been reached, by 
which the United States is to enjoy the new treaty rates of 
Germany, while our administration in return engages not to 
make use of its power, under the reciprocity clauses of the 
tariff act of 1890, of putting a duty on German sugar. The 
present position of the sugar industry in Germany makes 
the outlet to the United States of no small importance, and 
gave the German government a tenable ground for continuing 
to extend the most favored nation treatment to this country. 


In the March number of the Annals of the American Acad- 
emy of Political and Social Science Mr. D. M. Lowrey, in an 
article on “The Basis of Interest,” has occasion to discuss Mr. 
Henry George’s analysis of Bastiat’s well-known illustration of 
the two carpenters and the plane. We beg to call Mr. Low- 
rey’s attention to a point in which Mr. George’s text, upon a 
comparison of editions of Progress and Poverty, appears to be 
in an unsettled state, and to require perhaps a little editing 
before complete discussion can be possible. 

It will be recollected that the case supposes James to have 
a plane, the product of ten days’ labor, with which 290 planks 
can be made in as many days, when the plane will be worn 
out. William, having no plane, borrows James’s, agreeing at 
the end of the year of 300 working days to give James a new 
plane. Supposing James to occupy himself at the same time 
with making a plane for his own use and then wearing it out 
in the manufacture of 290 planks, the simple return of a plane 
by William, says Mr. George, would put each in the same 
position as if no borrowing had taken place. Bastiat, how- 
ever, supposes William to give one plank for the use of the 
plane borrowed from James. Thereupon Mr. George enters 
an objection as follows :— 


(From Progress and Poverty, Apple- (From Progress and Poverty, Lovell’s 
ton’s edition, p. 160.) edition, p. 131.) 
But when, in addition to the But when, in addition to the 
return of a plane, a plank is given, return of a plane, a plank is given, 
James at the end of a year will James at the end of the year will 








be in a better position than if there 
had been no borrowing, and Will- 
iam in a worse. James will have 
291 planks and a new plane, and 
William 289 planks and no plane. 
And, if William keeps on borrow- 
ing of James on the same terms, 
is it not evident that the income of 
the one will progressively decline 
and that of the other will progres- 
sively increase until the time will 
come when, as the result of the 
original lending of a plane, James 
will obtain the whole result of 
William’s labor,—that is to say, 
William will become virtually his 
slave ? 

Is interest, then, natural and 
equitable ? 
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be in a better position than if there 
had been no borrowing and Will- 
iam in a worse. James will have 
291 planks and a new plane, and 
William 289 planks and no plane. 
If William now borrows the plank 
as well as the plane, on the same 
terms as before, he will, at the end 
of the year, have to return to 
James a plane, two planks, and a 
Sraction of a plank; and, if this 
difference be again borrowed, and 
so on, is it not evident that the 
income of the one will progres- 
sively decline and that of the other 
will progressively increase until 
the time will come when, as the 
result of the original lending of a 
plane, James will obtain the whole 
result of William’s labor,— that is 
to say, William will become virtu- 
ally his slave ? 

Is interest, then, natural and 
equitable ? ° 








“Ts it not evident,” from the alterations which we have in- 
dicated by Italics, that the writer found, after consideration, 
that upon the terms originally stated by Bastiat, “the income 
of the one” would not progressively decline, and that he 
therefore inserted a new and obviously ruinous condition, 
neither required nor justified by the supposed transaction, in 
order to support his own conclusion? Mr. Lowrey may find 
in a comparison of these two extracts as they stand occasion 
for some interesting reflections upon Mr. George’s probable 
conviction as to the real bearing of Bastiat’s illustration, and 
as to his probable logical processes when dealing with it. In 
any case, it is clear that the passage stands in great need of 
restatement. 
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PROFESSOR LORIA’S THEORY OF PROFIT. 


In a note in the October number of this Journal for 1891, 
Professor Loria has briefly stated to American readers the 
theory which is the basis of his splendid Analysis of Capital- 
istic Property. His fundamental conception consists in bring- 
ing into the relation of cause and effect the existence of 
unoccupied land and the profit of capital. 

That between free land and the profit of capital there exists 
an intimate connection certainly no one will wish to deny; and 
it is also easy to agree with Professor Loria in the opinion that 
the existence of free land is a condition unfavorable to the 
owners of capital, and, on the other hand, most favorable to 
independent laborers. But can it be admitted that, given 
free land, profit is impossible where slavery does not give it 
by violence to the owners of capital? We believe not. 

On the supposition that free lands exist, the independent 
laborer certainly will not give his labor for hire to an owner 
of capital, if the latter does not give him wages at least su- 
erior to the sum of products which he, although unprovided 
ith capital, would draw by his own labor from the free land. 
the possessor of capital be able to give him such wages? 
It is evident that he will. The owner of capital has made the 
saving of labor and of wealth necessary to produce this capital, 
solely because by means of this he knew that he could obtain 
a greater profit than that which he could obtain without the 
aid of capital. He can therefore give to the independent 
laborer a rate of wages less than the product obtained from 
the combination of capital and labor, but at the same time 
greater than the product obtainable by the laborer upon free 
lands; and thus he will be able to obtain a small profit. 

In no way is it logical to affirm, as does Professor Loria, 
that the product of the association of labor with capital ought 
to be divided in equal parts between the laborer and the 
owner of capital, because the latter would then have no 
stimulus to save the labor and wealth nevessary for obtaining 
the capital which is directly united with the toil of the laborer, 
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and would content himself with saving simply the capital 
which he can employ by himself alone. And, moreover, this 
division by halves is not a necessary consequence of the posi- 
tion of the contracting parties, because the laborer has no 
means of enforcing any special claims as to wages, provided 
the latter are greater than the quantity of product obtainable 
from free lands. Between this minimum limit and the highest 
limit which is afforded by the advantage of association to the 
capitalist, wages, and therefore profit, must be determined 
according to the special conditions under which the contract 
of association is entered into. 

If, on the other hand, there are no free lands, the laborer 
unprovided with capital could no longer have any claim rela- 
tive to wages. The minimum limit of wages at which he can 
accustom himself to afford his labor tends to a very low level, 
since it gives to the laborer only what is necessary for physical 
and social existence. And at this point the theory which ex- 
plains profit by territorial conditions could no longer apply. 

Therefore, the lack of free lands does not determine the 
rise of profit, as Loria declares, but only lowers the level 
of the minimum of wages. Free land is a powerful instru- 
ment in the hand of the laborers, but it is not an absolute 
obstacle to the existence of profit, and is simply an important 
element in determining the rate of wages and of profit; and, 
moreover, without slavery, it is conceivable that free land 
might coexist together with the enjoyment of a profit by 
capitalists who do not unite their own efforts to those of 
others. 

Admitting this considerable modification in the theory of 
Loria, his applications and his consequences should not be 
entirely rejected and condemned. Thus slavery is in reality 
a reaction against the influence of free land, not because this 
altogether prevents profit, but solely because it greatly limits 
profit; and yet it is this limitation of profit which renders 
so difficult the capitalistic development of the first American 
colonies. 

On the other hand, the other applications of the theory to 
more modern phenomena appear to us less evident, and are 
so even if the theory of Loria is admitted without change. 
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Thus it appears to us that the theory of unproductive capital 
in its varied forms cannot be always explained solely as an 
artifice of the capitalist class for limiting the capital expended 
in wages, but that it should rather be held to be the effect of 
many causes, and of some not necessarily economic, such as 
the difficulty of transition from one system of production to 
another, whence spring errors, crises, and disturbances, or the 
force of inertia and the conservative spirit which keep in life 
organisms and systems which have become useless or injurious, 
and, above all, the errors and abuses inevitable in a social life 
which is the result of the not well co-ordinated activities of 
individuals and of the struggle of private interests. 

In fine, Loria exaggerates, as it appears to me, the influence 
of land upon capitalistic economy; but this does not diminish 
my admiration for his great talent. Indeed, the very exag- 
geration of this theory serves to bring into brighter light his 
principal merit, which is to have taken account of the great 
influence which the conditions of property and of production 
from land have in the social distribution of wealth. 


C. A. ConiGLiANI. 
University or Mopena, ITaty. 


BOND SUBSIDIES TO RAILROADS IN NEBRASKA. 


Railroad building in Nebraska has been subsidized in three 
ways: first, by State land grants; second, by the issue of 
county, precinct, or municipal bonds; third, by the donation 
of town lots, depot sites, or other terminal facilities. This 
leaves out of view all federal aid, of which there has been a 
great deal. The bond subsidies have been granted under a 
law approved February 16, 1869, which gives any county, city, 
village, or precinct the right to issue bonds for the aid of any 
railroad or other internal improvement, in any amount, so that 
the total indebtedness shall not exceed ten per cent. (10%) of 
the assessed valuation of the taxable property in the county, 
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providing, however, that the question of whether or not the 
bonds shall be issued shall be submitted to a vote of the peo- 
ple, and also that the conferring of power to raise moneys to 
meet the interest and principal, when due, shall be distinctly 
specified in the election notices. 

At the last session of the legislature a bill was introduced 
“to strike out the word railroads from the list of internal 
improvements that may be aided by any county or city voting 
bonds.” It passed the House of Representatives, but was 
killed by the “sifting committee ” of the Senate. Under the 
present constitution of Nebraska, adopted 1875 (Art. XI. Cor- 
porations Municipal, Sect. 1), “No city, county, town, pre- 
cinct, municipality, or other subdivision of the State shall ever 
become a subscriber to the capital stock, or owner of such 
stock or any portion or interest therein, of any railroad or pri- 
vate corporation or association.” This provision was doubt- 
less inserted in view of the many disastrous attempts made by 
the cities of the Eastern States, and by the States themselves, 
to participate in the profit as well as the cost of corporate 
enterprises by purchasing stock. It was considered better to 
have the public understand that aid, when given, was a gift, 
rather than to allow them to be misled by the prospect of ulti- 
mate repayment. The State itself is without the power to 
subsidize public improvements except by land grants. 

Under the legislation here indicated, subsidy bonds have 
been voted in forty-three counties, as follows : — 








Adams,. . . $228,000 Hamilton, . . $5v,000 Platte, . « « $125,000 
Antelope, . . 17,000 Harlan, . 25.000 as 6 0 4 8 60,000 
Boone, . . . y Holt, . « 68,000 | Richardson, . 160,000 
Butler, ... 218,500 Howard,. . . 53,000 | Saline, ... 48,000 
hs. + & & 150,000 Jefferson, 85,000 | Saunders, . . 188,000 
Gils 2 2 0 93,200 Johnson, 101,000 Seward,.. . 182,000 
Cuming, .. 100,000 | Kearney, 18,500 | Sherman, . . 40,000 
Dakota,. .. 144,000 rea 3,000 | Stanton,. . . 40,000 
Dodge, . .. 120,000 Lancaster, . . 575,000 | Thayer, .. . 51,000 
Douglas, .. 250,000 Madison, 28,800 | Valley, ... 19,200 
Fillmore, . . 94,100 Merrick, . 60,000 Washington, . 225,000 
Franklin, . . 30,000 Nemaha, 246,300 Webster, .. 47,500 
Gage, .. . 187,000 | Nuckolls, 104,400 | York,. .. . 218,500 
Greeley, ° x Otue, . . . . 250,000 | aan 
Bis «2 & « 125,000 | Pawnee,. . . 110,000 Total, . . $4,918,000 
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These have been voted to railroads and railroad systems as 
follows : — 















































ee ye intone qeaeee Chic., Kans. & Nebraska, . $180,000 
Burl. & Mo.,in Nebraska, | 190,000 | Total RockIslandSystem, $180,000 
Aishiton & Nebraska, ee 

an ie * © © ¢ 

Fenresks RANT Senin; 66009 | Pacife Railway, © << 2 2 “ipo}o00 

Lincoln & N. Western, . . 175,500 | Om@haSouthern, . . . . 50,000 

—- } a Wann po a Total Mo. Pac. System, . $390,000 

Ss. ’ p 
f= mee ay a ar 4 Nebraska & Western,. . . $58,000 
. . pre acs Total Pacific Short Line 
Total C., B. & Q. System, $2,059,300 ‘System,. . . . . « . $88,000 
PWalley’ ns. «> +. $706,800 | Union Pacific, |... . . $250,000 
¢ ansas City maha. . 

Sioux City & Pacific,. . . 75,000 St Joseph & Denver City, 9,000 

Total Chic. & N. Western Hastings & Grand Island, . 75,000 

System,....... $780,500 | Omaha, Neb. & Black Hills, 92,800 

Omaha "and Repub. Valley, . 531,200 

Sane RN. Western, Tus $1400 | ‘Total Union Pac. System, $1,156,200 
Total Chic., St. ty orn ° 

Omaha System $294,000 Grand Total, ..... $4,918,000 








These tables are accurate as far as they go, but are probably 
incomplete. The record of bond issues in the office of the 
Secretary of State is defective, especially as regards the earlier 
issues. The clerks of some of the counties paid no attention 
to letters either from myself or from the State Board of Trans- 
portation, which, through the kindness of Mr. Garber, Sec- 
retary of the Board, aided me materially in the work. 

Lancaster County has voted $625,000 worth of bonds in the 
aid of railroads, including $50,000 which are not reckoned in 
the tables, as they have not yet been issued. This is more 
than twice the amount issued by any other county. Our at- 
tention will be mainly confined to this county, and an attempt 
made to trace the results of the policy it has pursued. 

The Burlington & Missouri River Railroad received a grant 
of land from the United States by an act of Congress ap- 
proved July 2, 1864, on condition that the line of railroad 
should be built and in operation from Plattsmouth to Kearney 
within ten years. The State capital was removed from Omaha 
to Lincoln in 1867; and by 1869 Lincoln had grown to be 
quite a thriving village, but was without a railroad, and every- 
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thing had to be brought from the Missouri River by wagons. 
On November 3, 1868, it was decided at a general election to 
authorize the county commissioners to issue bonds to the 
amount of $100,000 “to be used in the construction of the 
first railroad that shall be completed to Lincoln.” The Bur- 
lington & Missouri River had already surveyed through Lin- 
coln on its way to Kearney, and lands had been reserved for 
its use; but, having yet five years before the road must be 
built in order to claim the land, the projectors were not in a 
hurry to put any great sum of money into a road that must be 
run at a loss for several years. On the 19th of April, 1869, 
the Board of County Commissioners issued a call for an elec- 
tion to be held the 24th of May following, when the propo- 
sition of voting $50,000 in bonds to the Burlington & Mis- 
souri River on condition that it would have regular trains 
running to and from Lincoln on or before September 30, 1870, 
and for the rescinding of the vote taken November 3, as 
mentioned above, were submitted to the people and carried by 
a large majority, and the road was built as required. 

The statement was made by Mr. Garber of the State Board 
of Transportation (Zand Grants and Bond Subsidies, p. 4) 
that the county saved over $50,000, on the item of the ship- 
ment of lumber alone, by making this donation. I have been 
unable to procure definite figures on this point, but think the 
statement not improbable. Even if the rates for a time were 
almost as high as the wagoners charged, the saving in time 
and increased capacity were worth the cost. Mr. Garber’s 
opinion that the county made a good bargain, but that the 
obligation should have been met at the time instead of sad- 
dling the burden on “ posterity,” appears to be sound. 

Immediately after the advent of the first railroad, on Octo- 
ber 11, 1870, it was voted to issue $150,000 in bonds to the 
Midland Pacific Railroad, $100,000 to the Nemaha Valley, 
Lincoln, & Loup Fork Railroad, and $120,000 to the Omaha 
& South-western Railroad upon their building to Lincoln. 
The Midland Pacific fulfilled its contract, and received its 
bonds May 1, 1871; but the other two roads were never built 
to Lincoln. On the 7th of November, 1871, bonds were voted 
to the Atchison & Nebraska Road, which was completed and 
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received its bonds January 1, 1872. The reasons given for 
this promiscuous voting of bonds was the need of competing 
lines. 

On October 30, 1871, was issued an order for a special elec- 
tion to be held November 28, 1871, to vote $100,000 to the 
Midland Pacific Company for building “in a north-westerly 
direction from Lincoln.” The bonds were voted and stock 
given in exchange for them, but it proved worthless. 

At the time these bonds were voted the Burlington & Mis- 
souri River owned a great deal of land in this county,— every 
alternate section within twenty miles of the road, except what 
had been pre-empted before the road was surveyed. By vot- 
ing these bonds, the people grasped the opportunity to tax the 
Burlington & Missouri River lands, in order to raise funds for 
competing lines; and this was used as an argument in favor 
of the bonds at the time of the election. This attempted 
shrewdness was futile, for the building of the new roads raised 
the price of the Burlington & Missouri River lands. The lands 
were sold and the purchasers left to pay the bonds, while the 
competing lines were soon absorbed. The Midland Pacific 
was merged in the Burlington & Missouri River Railroad in 
1876, and the Atchison & Nebraska lost its identity in the 
same corporation in 1880. 

It was urged when the early bonds were issued that the 
railroads themselves would pay enough taxes to meet the an- 
nual interest and the principal at maturity. This, of course, 
ignored the fact that roads must have eventually been built, 
even though no bonds at all had been voted. But, to test the 
early assertion by later experience, I have looked the matter 
up for 1887, when the roads paid as high taxes as they have 
thus far done. The three roads are all now controlled by the 
Burlington & Missouri River. 


Assessed valuation of the roads inthe county, . . $693,258 
er a ee So a 12,163 
Interest on bonds, . ...... 5.5. se ee 31,120 
Interest greater than tax,. . . ..... ss 18,957 


The county having issued all the bonds in the aid of rail- 
roads which the law permitted, an appeal was next made to 
the several precincts and to the city of Lincoln. 
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January 1, 1880, Capital and Midland Precincts each issued 
bonds to the amount of $5,000 to the Omaha & Republican 
Valley line, and the city of Lincoln gave $25,000 to the Lin- 
coln & North-western. January 1, 1885, the city of Lincoln 
gave $50,000 in bonds to the Missouri Pacific Railway, and 
one year later increased that amount by $20,000 more. Jan- 
uary 1, 1886, $50,000 was given to the Fremont, Elkhorn & 
Missouri Valley Railroad; and about a year ago it was voted 
to issue $50,000 in bonds to the Chicago, Rock Island & 
Pacific, if it should build to Lincoln. 

The argument for giving the subsidy to the Rock Island 
was not that the road would otherwise not come to the city, 
but merely that the city could not afford to offend the Rock 
Island people by refusing to grant their request. 

One result of this persistent aiding of new roads is that 
there are now five competing roads between Lincoln and 
Omaha, and four between Lincoln and Kansas City. There is 
not more traffic between Lincoln and Omaha than could be 
carried on one or, at most, two roads if they were run at their 
full capacity. The shortest line between Omaha and Lincoln 
is about fifty-seven miles, Estimating the actual cost of road 
at $20,000 per mile, we have an actual investment of $1,140,- 
000 for each road, and for the three surplus roads $3,420,000. 
Between the cities mentioned one-half as many roads would 
give even better service than the present number, and in all 
Southern Nebraska there are probably one-third too many 
roads for the country.* 

Lancaster County has never refused to vote bonds, when 
they were seriously asked, and the law allowed it. The result 
, has been to make Lincoln a trade centre second only to 
Omaha; and, by “booming” the south-eastern part of the 
State, and especially the city of Lincoln, the State capital has 
been kept there, despite the early prophecies of its removal. 
Railroads have been so centred at Lincoln that it is the most 
accessible point in the State, though by no means the most 
centrally located. That the property-holders in Lincoln and 
in Lancaster County have been benefited by the subsidizing 
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*See Report of Nebraska State Board of Transportation, 1890, p. 122. 

















a 


tl, litt 

































352 QUARTERLY JOURNAL OF ECONOMICS 


of the railroads can hardly be doubted; but neither can there 
be much room for doubt that the State, as a whole, would 
have been much more normally developed had the power of 
granting such subsidies been withheld from the local political 


units. 
C. E. Tinewey. 


University oF Nepraska, LINCOLN. 


THE “OVERPRODUCTION” FALLACY. 


It was asserted by Mill, in his Principles of Political Econ- 
omy,* that it is no part of the duty of economists to consider 
“how a market can be created for produce, or how production 
can be limited to the capabilities of the market,” but that 
economists have only to study “how a sufficient production 
may be combined with the best possible distribution.” Is this 
a true conclusion? Are production and distribution the only 
proper subjects for the attention of economists, or should the 
methods by which demand and consumption may best be made 
to keep pace with production and distribution also receive 
attention? Have economists only to study how to promote 
production and facilitate distribution, or should they also 
investigate how to secure the full beneficial enjoyment of all 
that can be produced and distributed? The different answers 
to these questions are said by Mill to “involve radically differ- 
ent conceptions of political economy, especially in its practical 
aspect”; and it is consequently of fundamental importance 
that the economist should determine which of these answers 
and which of these conceptions is the true one. 

The proof of the correctness of the answer given by Mill 
to these questions is found by him in the alleged impossibility 
of “general overproduction,”— in the impossibility of the ex- 
istence at any time of “a supply of commodities in the aggre- 
gate surpassing the demand,” so that “purchasers cannot be 


* Principles of Political Economy, Book III. chap. xiv. § 4. 
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found at prices that will repay the cost of production with 
a profit.” * 

Mill claimed that this “general overproduction” is, in the 
nature of things, an impossibility, that demand must always 
in the aggregate keep pace with supply, and that consequently 
demand and consumption may well be left to take care of 
themselves, and the economist need only study how to pro- 
mote and properly assort production and how to distribute the 
product. If, on the other hand, it is possible that the aggre- 
gate supply of commodities may be in excess of the aggregate 
of that demand which is prepared to repay the cost of produc- 
tion with a profit, then it plainly becomes the duty of the 
economist to consider what causes may bring about this result, 
and how the equality of the aggregates of supply and of 
demand, when disturbed, may be restored. 

The doctrine of the impossibility of general overproduction, 
being the foundation upon which conclusions so important are 
built, calls for the most careful scrutiny. And, first, it becomes 
important to discover exactly what Mill meant by “general 
overproduction.” Unfortunately, he gave no clear definition, 
of the meaning of the term; and we are left to extract his idea 
of that meaning from his general discussion of the subject. 
Let us, then, examine, first, what Mill has said regarding 
the nature of simple overproduction,—i.e., the overproduction 
of a single commodity,—and afterwards we can pass to the 
consideration of the more complex idea of general overproduc- 
tion. 

Fortunately, we find in Mill what amounts to a definition of 
“over-supply,” a term by which he expressed the result of 
“overproduction.” He states that “dearth or scarcity, on the 
one hand, and over-supply, or, in mercantile language, glut, 
on the other, are incident to all commodities. In the first 
case, the commodity affords to the producers or sellers, while 
the deficiency lasts, an unusually high rate of profit: in the 
second, the supply being in excess of that for which a demand 
exists at such a value as will afford the ordinary profit, the 
sellers must be content with less, and must in extreme cases 


* Principles of Political Economy, Book IIT, chap. xiv. §§ 1, 4. 
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submit to a loss.”* From this statement we may fairly 
assume that Mill’s idea of overproduction was this,— a produc- 
tion which affords a supply in excess of that for which a 
demand exists at such a value as will afford the ordinary profit, 
while by the corresponding term, underproduction, he meant 
a production which affords a supply so deficient in amount 
that the demand affords to the producer an unusually high 
rate of profit. These definitions leave us, however, in some 
doubt as to the standard by which the profit, which is thus 
made the test of overproduction, is to be measured. A slight 
examination, however, will suffice to show that the profit, 
which is to be regarded in determining whether a product has 
or has not been overproduced, is not a profit above the actual 
cost of the product, but a profit above what it would cost at 
the time of the sale to reproduce the product; for it often 
happens that, by reason of improved mechanical processes, 
the producer of a commodity, which has not been produced 
to an excessive amount, is forced, by the competition of the 
producers of the later and cheaper article, to dispose of his 
own product without profit, or at a loss as compared with 
the actual cost of its production. In such case, however, 
the producer properly attributes his failure to secure a profit 
to the change in the methods of production, and not to 
any excessive amount of production. If, however, a com- 
modity will not sell at the ordinary profit over what it costs 
at the time of sale to reproduce it, there is certainly the best 
of evidence that there has been an excessive production, result- 
ing in an excessive supply, of the commodity,—a production 
which is mistaken and in error solely as to the amount pro- 
duced, and which is, therefore, properly called an overproduc- 
tion. 

We thus reach the following definition of overproduction ; 
namely, a production resulting in a supply in excess of that for 
which a demand exists at such a value as will afford the ordi- 
nary profit over what the reproduction of the commodity would 
cost. This definition of overproduction corresponds, as we 
believe, with the idea of it held by Mill, and also with the 


* Principles of Political Economy, Book III. chap. xiv. § 1. 
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ordinary idea of the practical man of business, who, to state 
this matter shortly, considers that a commudity has been over- 
produced when it would not pay to increase the supply of it.* 

The kind of demand above referred to— namely, the demand 
for a commodity at such a value as will afford the ordinary 
profit over the necessary cost of its reproduction — will, in order 
to avoid unnecessary verbiage, be referred to in this paper 
simply as “adequate demand.” 

If such be the meaning of overproduction, as applied to a 
single commodity, what is meant by “general overproduc- 
tion”? Let us look first for such light on this point as we can 
obtain from Mill. His statement is that, “because this phe- 
nomenon of over-supply, and consequent inconvenience or loss 
to the producer or dealer, may exist in the case of any one 
commodity whatever, many persons, including some distin- 
guished political economists, have thought that it may exist 
with regard to all commodities,— that there may be a general 
overproduction of wealth, a supply of commodities in the 
aggregate surpassing the demand” ; and he says further that 
these mistaken economists “agree in maintaining that there 
may be, and sometimes is, an excess of productions in general 
beyond the demand for them, and that, when this happens, 
purchasers cannot be found at prices which will repay the cost 
vf production with a profit.” + To prevent any possible mis- 
understanding, it may here be remarked that it is evident that 
Mill did not by general overproduction mean an overproduc- 
tion of every individual product, nor indeed an overproduction 
of a majority of products, but an aggregate of production of 
all products in excess of the aggregate of adequate demand 
for all products; in other words, an overproduction of one or 
more products without any corresponding and equivalent under- 
production of some other product or products. That this is 
Mill’s idea is shown further by his statement that, when econ- 


*Except for the fact that the above definition follows the form of expres- 
sion adopted by Mill, we should prefer the following as a definition of overpro- 
duction :—a production of a commodity creating a supply in excess of that for 
which a demand exists, which is prepared to give in exchange for the commodity 
an amount of labor of the time of the exchange equal to the amount of labor 
which would be required for the reproduction of the commodity. 


+ Principles of Political Economy, Book III. chap, xiv. § 1. 
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omists mistakenly suppose that general overproduction exists, 
the real trouble is that the producer “has produced a thing 
not wanted instead of what was wanted... . There is no over- 
production. Production is not excessive, but merely ill- 
assorted.” * 

The question of the possibility of general overproduction is 
thus reduced to this form. Is it possible that there should 
exist at any time an overproduction of one or more products, 
unless there is at the same time a corresponding underproduc- 
tion of some other product or products? In other words, is it 
possible that one product should be selling for less than the 
ordinary profit over the cost of its reproduction, unless some 
other product is at the same time selling at more than the 
ordinary profit over the cost of its reproduction? Such is the 
question which we have now to consider. 

In examining this question, we shall for the present pass 
by the somewhat complicated arguments by which Mill and 
others have endeavored to show that general overproduction is 
not possible, and shall offer an argument by which we think 
it can be shown affirmatively that general overproduction is 
possible. For the purposes of this argument we lay down the 
following proposition : — 


If at any time there is a production of a commodity not 
based upon and strictly proportioned to the adequate demand 
Sor it, but, with the knowledge of the producer, in excess of that 
demand, then there may at such time be an overproduction of 
that commodity and no corresponding underproduction of any 
other commodity. In other words, there may be in such case a 
general overproduction. 


In proof of this proposition, it would seem that it should be 
sufficient to say that, if, in addition to such production as is 
based on and proportioned to adequate demand, there is an- 
other and further production which goes on regardless of that 
demand, then it is evident that there can be no reason why 
the aggregate of production may not exceed the aggregate of 
demand ; or, in other words, no reason why an underproduc- 


* Principles of Political Economy, Book III. chap. xiv. § 3. By ‘overproduc- 
tion” in this passage Mill evidently means “general overproduction.” 
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tion should necessarily accompany every overproduction. As, 
however, this general statement of the argument may not be 
satisfactory to all minds, the following more extended argu- 
ment is offered. 

We will suppose that all producers are divided into two 
classes; namely, class A, which produces only in order to 
meet the adequate demand for its products, and class B, which 
produces, in part at least, for some other purpose and with 
some other incentive to its action. Under these circumstances, 
it is plain that the motives which lead class B to produce may 
lead to an overproduction of the products of that class. Must 
there necessarily be at the same time an underproduction of 
the products of class A? Clearly not. We may assume that 
immediately before the overproduction of class B began there 
was no underproduction of the products of class A. Is there 
any possible reason why the commencement of the overpro- 
duction of class B should cause an underproduction to begin 
to exist in,the products of class A? In order that there 
should be such underproduction, either the adequate demand 
for the products of class A must increase, or the production of 
those products must diminish to an extent greater than any 
diminution of the adequate demand forthem. But the fact that 
class B has begun to lose the profit arising from its own pro- 
duction cannot cause its adequate demand for the products of 
class A to increase, but will rather cause that demand to di- 
minish. And certainly there is nothing in the misfortunes of 
class B to increase the adequate demand of class A for its own 
products. Therefore, we may conclude that there is nothing 
in the overproduction of class B to increase the adequate de- 
mand for the products of class A. It only remains for us to 
see whether this overproduction can by possibility cause such 
a diminution of the production of class A as will reduce that 
production to an underproduction. But here, again, it is 
plainly impossible to suggest any reason why that production 
should thereby be reduced in amount, except only so far as 
such a result might be caused by a reduction of the adequate 
demand for the products of class A; but this reduction, being 
only in proportion to the reduction of that demand, would 
plainly not cause an underproduction, Thus we reach the 








358 QUARTERLY JOURNAL OF ECONOMICS 


conclusion that there may be an overproduction not accom- 
panied by an underproduction ; or, in other words, that there 
may be a general overproduction, provided that it be possible 
that there should at any time be a production not proportioned 
to, but knowingly in excess of, adequate demand. 

We are thus brought to consider whether this production in 
excess of adequate demand may actually exist, and we reach 
our second proposition, which is as follows : — 


A production of a commodity not based upon and strictly 
proportioned to the adequate demand for the product, but, with 
the knowledge of the producer, in excess of that demand, may 
arise, and has, in some cases, actually arisen, when machinery 
Jor the production of the commodity has been created with a 
capacity of production in excess of the adequate demand for 
the product. 


That many kinds of such machinery, with an excessive ca- 
pacity of production, have actually been created in recent 
years, is a fact so widely known that it can hardly be disputed. 
And when this excessive machinery is, as is usually the case, 
the property of different competing producers, the now famil- 
iar result is brought about that these competitors find at last 
that there is no adequate demand for all their products. 
Some producer’s machinery must stop its work, or all the pro- 
ducers will be forced to dispose of their product at less than 
the ordinary profit, or even at a loss. But stoppage itself 
involves a loss, and ordinarily a greater loss than continued 
production. The owner of idle machinery has upon his hands 
a costly article of property, which involves him in continual 
expense for its care, and for its protection from the weather, 
from fire, and from thieves, and which, in spite of all that he 
can do to preserve it, will rapidly deteriorate through rust and 
decay. He will also, in allowing his machinery to stop, suffer 
a further, and in most cases a more serious, loss from parting 
with and scattering beyond recall the skilled workmen who 
have been running that machinery, and from driving the cus- 
tomers, who have been in the habit of buying his products, to 
seek elsewhere for their usual supply; and it is well known 
that a course of trade once diverted is not easily restored to 
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its old channel. Under these circumstances, it is evident that 
a large and powerful body of producers — namely, the owners 
of the machinery of production — may well be brought, and in 
many recent cases have actually been brought, to the creation 
of products to an amount not based upon and strictly propor- 
tioned to the adequate demand for those products, but based 
mainly on their own desire to save and protect their machinery 
and their business. In order to save and protect these impor- 
tant elements of wealth, men are ready and willing to main- 
tain a production which not only involves no profit, but which 
often brings to them actual loss. Thus we find it to be true 
that there may be a production which is, with the knowledge 
of the producer and intentionally, in excess of adequate de- 
mand; and the conclusion is reached that there may be an 
overproduction without any corresponding underproduction, 
or, in other words, that there may be a general overproduction. 

The same conclusion may be reached by a shorter, and per- 
haps to some a more satisfactory, argument, as follows: If 
men were ready to engage in production, not solely in order 
to meet the adequate demand for products, but also that they 
might gratify a desire for muscular exercise, it surely could 
not be denied that production in the aggregate might in such 
case be brought to exceed the aggregate of adequate demand. 
And the result cannot be different if that which men desire to 
keep active in the work of production is not their natural 
muscles, but the machinery which serves as an artificial aid to 
those muscles. 

The actual working of the process by which, first, an exces- 
sive amount of machinery is created, and afterwards that 
machinery is run at a loss by its owner in his desire to save 
himself from the greater loss that would result from its stop- 
page, has been well described by Mr. Andrew Carnegie, a 
practical manufacturer, widely known and of recognized 
ability, in an article on “Trusts,” in the North American 
Review for February, 1889. Mr. Carnegie there says (pp. 141, 
142):— 

A demand exists for a certain article, beyond the capacity of existing 


works to supply it. Prices are high, and profits tempting. Every manu- 
facturer of that article immediately proceeds to enlarge his works and 
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increase their producing power. In addition to this, the unusual profits 
attract the attention of his principal managers, or of those who are inter- 
ested to a greater or less degree in the factory. ‘These communicate the 
knowledge of the prosperity of the works to others. New partnerships 
are formed, and new works are erected, and before long the demand for 
the article is fully satisfied, and prices do not advance. In a short time 
the supply becomes greater than the demand: there are a few tons or yards 
more in the market for sale than are required, and the prices begin to fall. 
They continue falling until the article is sold at cost to the less favorably 
situated or less ably managed factory, and even until the best managed 
and best equipped factory is not able to produce the article at the price at 
which it can be sold. Political economy says that here the trouble will end. 
Goods will not be produced at less than cost. This was true when Adam 
Smith wrote; but it is not quite true to-day. When an article was pro- 
duced by a small manufacturer, employing, probably at his own house, two 
or three journeymen and an apprentice or two, it was an easy matter for 
him to limit or even to stop production. As manufacturing is carried on 
to-day, in enormous establishments, with five or ten millions of capital 
invested, and with thousands of workers, it costs the manufacturer much 
less to run at a loss per ton or yard than to check his production. Stop- 
page would be serious, indeed. The condition of cheap manufacture is 
running full. Twenty sources of expense are fixed charges, many of 
which stoppage would only increase. Therefore, the article is produced 
for months, and in some cases that I have known for years, not only 
without profit or without interest upon capital, but to the impairment of 
the capital invested. Manufacturers have balanced their books year 
after year, only to find their capital reduced at each successive balance. 
While continuing to produce may be costly, the manufacturer knows too 
well that a stoppage would be ruin. 


Mr. David A. Wells has made a similar statement in his 
Recent Economic Changes (p. 73), as follows: — 


It was formerly a general assumption that, when price no longer 
equalled the cost of production and a fair profit on capital, production 
would be restricted or suspended; that the less favored producers would 
be crowded out, and by the relief thus afforded to the market normal 
prices would be again restored. But this doctrine is no longer applicable 
to the modern methods of production. Those engaged in great indus- 
trial enterprises, whether they form joint-stock companies or are simply 
wealthy individuals, are invested with such economic powers that none 
of them can be easily pushed to the wall, inasmuch as they can continue 
to work under conditions that would not permit a small producer to 
exist. Examples are familiar of joint-stock companies that have made 
no profit and paid no dividends for years, and yet continue active opera- 
tions. The stockholders are content if the plant is kept up and the work- 
ing capital preserved intact; and, even when this is not done, they prefer 
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to submit to assessments or to issue preferred shares and take them up 
themselves rather than go into liquidation, with the chance of losing 
their whole capital. Another feature of such a condition of things is 
that the war of competition, in which such industrial enterprises are 
usually engaged, is usually carried on by a greater and greater extension 
of the market supply of their products. ... Under such circumstances, 
industrial overproduction, manifesting itself in excessive competition to 
effect sales and a reduction of prices below the cost of production, may 
become chronic.* 


It would seem, then, to be a fact beyond dispute that there 
exists a large and powerful class of producers —namely, the 
owners of the more important and more costly machinery of 
production— who have actually in recent years produced 
knowingly in excess of the adequate demand for their prod- 
ucts,— who have produced not solely for the purpose of 
meeting and satisfying that demand, but for another and dis- 
tinct purpose,—namely, to save their machinery and their 
business,— a class, in a word, who have actually answered to 
the description given above of the supposed class B, and whose 
overproduction, if the argument given above is sound, is not 
necessarily offset and compensated for by any corresponding 
underproduction. That there could be such a class of pro- 
ducers —that any material production could be called into 
existence except such as had for its sole purpose the meeting 
and satisfying of what we have called adequate demand — was 
not considered possible by Mill, when he developed his theory 
of the impossibility of general overproduction. Whoever reads 
his various arguments in support of that theory will see that all 
those arguments are based on the assumption that production 
is always based on and proportioned to adequate demand, and 
that, when adequate demand ceases, production must neces- 
sarily stop also. It is strange, however, that so acute a 
reasoner as Mill should have failed to see that, even if it were 
true, as he claimed, that production stops when adequate 
demand ceases, he was not entitled to draw therefrom his con- 
clusion that it is no part of the duty of the economist to con- 


* An explanation of the manner in which an excessive production of machinery 
may cause a production in excess of adequate demand, substantially similar to 
the statements quoted above from Mr. Carnegie and Mr. Wells, was previously 
made by the author of this article in a pamphlet published in 1887, and entitled 
Overproduction and Commercial Distress. 
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sider “how a market can be created for produce.” For, even 
if it were true that production cannot get in advance of de- 
mand, want of demand might hold production back, produc- 
tion might be restricted by the want of a market, and inerease 
of production, which Mill thought should be the economist’s 
chief aim, might be promoted by the creation of a “market for 
produce.” 

With Mill’s doctrine of the impossibility of general overpro- 
duction falls, by his own admission, his whole conception of 
Political Economy, and we are required to adopt what he 
calls “a radically different conception” of that science. We 
are forced to recognize that it is a part of the duty of the 
economist to study a subject from which Mill wholly excluded 
him; namely, “how a market can be created for produce, or 
how production can be limited to the capabilities of the 
market.” As we find it to be true that production in the 
aggregate may be in excess of adequate demand in the aggre- 
gate, and as from such inequality commercial distress must 
arise, it plainly becomes our duty to study how this inequal- 
ity, when it exists, may best be removed, and how the lost 
equality may best be restored. It is evident that this equality 
can be restored only in one of two ways,— either by reducing 
production or by increasing adequate demand; but these two 
results, the reducing of production and the increasing of de- 
mand, may be reached by various means, and it is the duty of 
the economist to study carefully the different methods by 
which the desired end may be attained, and to select those 
which are, on the whole, the most beneficial in their operation. 

On the one hand, production may be diminished by wars, 
riots, floods, and conflagrations, by the refusal of mankind to 
avail itself of the assistance of labor-saving machinery, by the 
enforced idleness of large classes of people,— as by preventing 
convicts in prisons from performing useful labor,— by reduc- 
ing the hours of labor through the adoption of eight-hour laws 
or otherwise, or by the closing of factories and the stoppage 
of machinery,—a result which has frequently been brought 
about in recent years through combinations of manufacturers 
in so-called “ trusts,” whereby the machinery of one or more 
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of the producers of a commodity has been kept idle at the 
joint expense of all the producers of that commodity. 

On the other hand, adequate demand may be increased by 
the action of government in waging costly and destructive 
wars, in maintaining large armies and navies in time of 
peace, and in the erection of costly public buildings and public 
works. It may also be increased by a more liberal expendi- 
ture on luxuries by the richer classes, or by a more generous 
use of wealth in charities for the poor. A larger enjoyment 
of the comforts of life by the poorer classes would also increase 
adequate demand, but this mode of increase is not dependent 
on the simple volition of the poor themselves; for before they 
can increase their demand it is necessary that they should 
receive increased wages, or at least wages which, if not larger 
as measured in currency, will be larger in purchasing power. 
And, finally, adequate demand may be increased through the 
opening of new fields for the investment of capital,— as would 
happen, for example, if a new mode of transportation were 
invented which should serve as a substitute for railroads. 

Most of these methods of increasing the aggregate of ade- 
quate demand or of diminishing the aggregate of production 
are evidently remedies that are worse than the disease for 
which a cure is sought. There are, however, at least two of 
these sugyested remedies that may well be worthy of our care- 
ful attention. If we can relieve the troubles of the time by 
increasing the consumption of comforts and luxuries by the 
poor or by reducing their hours of labor, or if we can effect a 
combination of these two remedies, whereby the poor shall 
both enjoy more and labor less,—shall have more to enjoy 
and more time for enjoyment,—a good result will surely be 
accomplished. At all events, we may conclude that this new 
conception of the true province of Political Economy opens 
for us new and unexplored fields of thought, worthy of our 
careful and earnest consideration. 

Unter H. Crocker. 
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THE BANCO DEL GIRO OF VENICE. 


L 





p. 183.] 





[The following translation of the act by which the Venetian Sen- 
ate in 1619 established the Bancogiro is made from the text given 
by Lattes, Liberta delle Banche a Venezia dal Secolo XIII. al XVII., 


It being necessary for the execution and fulfilment of the agree- 
ment adopted by this Council on the 6th of the past month, as pro- 
posed by our most faithful citizen, Giovanni Vendramin,* to consider 
the mode in which payment shall be made for that amount of silver 
for which he is to receive a Credit in Bank, and likewise how the 
advance shall be made for the quantity of Reals and at the time as 
' fixed in the said Agreement; and it being needful not to confound 
the present business with that of the Banco della Piazza, but to pro- 
vide for these payments and advances by the erection of a new Bank, 
on which occasion it will be possible in like manner to satisfy the 
demands of divers merchants, who desire that there should be given 
to Them in the said Bank a prompt and expeditious satisfaction of 
their credits for divers bargains, letters of exchange, and other trans- 
actions which they daily conclude with our Signiory, in order by this 
| means to avoid the delays and hindrances of the Mint and other 
> offices, which in payments in cash and by orders are requisite for the 
necessary proof of right payment, which cannot be accomplished 


In THE SENATE, ON THE 3D OF May, 1619. 


| without new order by this Council, and this business by its importance 
\ requiring many orders and good regulations, as well to avoid disor- 
ders as to satisfy the demands of the said Merchants by giving them 
such a foundation that, whenever final settlement is desired, the Capi- 
tal may be ready for the full payment of all who shall have credit 


*For further information on this agreement and other matters referred to in 


this recital, see p. 324 above. 
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in this Bank,— therefore be it determined by the authority of this 
Council as here follows : — 

That in the name of the Lord God election be made forthwith by 
ballot of one of our Nobles, from the body of this Council, with the 
title of Depositary of the Banco del Giro, and he may be taken from 
any place and charge customarily given by this Council, except those 
of our Collegium, which may be held at the same time; and he may not 
decline, under the penalties fixed for those declining Embassies to 
crowned heads, but shall attend to this duty for the space of three 
successive Months, at the end whereof another shall be elected in his 
place, and the Balance made, and the Cash settled before consigning 
the book to his successor, which Balance and settlement shall be read 
every three months in this Council, as is the practice with that of the 
Banco della Piazza; and it shall be forbidden to incur any expense of 
whatever kind, either for Banquets or for Gifts or similar things by 
reason of this duty, under penalty of 200 ducats payable to the Cash 
office of the Arsenal. 

The first, who shall be elected so as to cover, as is in the highest 
degree necessary, the period of the Balances in the Banco della 
Piazza, is to remain in office beyond the three months so long as to 
cover the second Balance of the said Bank, and his successor shall 
then be elected; and it is understood to be expressly forbidden that, 
in the said Balances for the future, as well of the Banco della Piazza 
as in that of the Giro, more than ten days shall be used, at the end 
of which the one Bank and the other are to be opened, the rather since 
the accounts of the one being diminished by the establishment of the 
other, the Balances can for this reason be made in shorter time. 

The elected officer shall be required to be present in the aforesaid 
Bank every morning on which that of the Piazza shall be opened, at 
the hour of the Rialto, and to remain for at least two successive 
hours; and he shall not depart from the Bank until comparison has 
been made of one Journal with the other, which shall be kept in the 
manner hereafter provided, and then subscribed by him and by one 
of the Proveditori of Banks, these latter having it in charge to divide 
among themselves the attendance at the Banks respectively. And 
since experience has made known how difficult it is for a Senator to 
write in the Journal the hundreds of entries daily, and by want of 
despatch the business is driven away before the appointed hour, 
whereof the Piazza has many times complained, 

Therefore, be it provided that, in his place, but always in his 
presence, the writing shall be done by a Clerk, lawfully appointed 
and of known experience, to be called the Journalist, who with a 
Comptroller shall have, each in his own hands, books wherein for the 
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greater public security to write in duplicate, the aforesaid elected offi- 
cer being present. And that it may be made certain that whatever 
may be written by them as aforesaid has been in his presence, he 
shall from day to day sign both of the journals. And for the greater 
convenience of Merchants, that they may attend, as it were, at the 
same time at the one Bank and the other, great inconveniences from 
distance being experienced by the merchants, for that the principals 
cannot be found in divers places in the same hour, be it: provided 
that he who shall be elected, with the Cashier of the Collegium, the 
consideration due to this business being had, shall find a place as 
near as may be possible to the Banco della Piazza, and that in like 
manner shall be found a Vault near by for the convenience of the 
Book-keepers and the security of the Books; and they whose duty it 
is to be there present and labor shall never fail of being present at 
the due hours, satisfying promptly the demands of all, as is fitting. 

The clerks who shall be assigned to this our Bank shall be as fol- 
lows, with salaries as heretofore determined : — 


A Journalist, who writes as above in oul of the an with 


salary at the rate perannumof.. . - « Due, 240 

A Comptroller as above . . . ee ae ee oe 
Two Book-keepers as above, Duc. "940 for cosh. a nS 0x 
Two Assistants with Duc. 96 foreach asabove. . ... . ‘* 192 
Two Examiners* with Duc.60 .... a che A sy cet Nee Fe 
Two Assistants with Duc. 72foreach........+ + * 14 
A Teller ¢ to serve also as Cashier, Duc.120. . . .... “* 120 
A Servant with Duc. 48 asabove. . .....+++.. * 4 

1,320 


In all one thousand three hundred and twenty ducats. 

These Clerks, to be elected by our Collegium as well known for 
fidelity and experience, and especially apt for the business, shal] be 
required to give Security in the manner practised with the Clerks of 
the Banco della Piazza, and shall be approved and confirmed by the 
aforesaid Collegium from year to year, and their Security shall be 
renewed at the same time. And since it will be for the public service, 
and will cause great relief to the Depositary, that he should be able, 
when surrendering the Cash office, to call upon a disinterested person, 
who is not one of the ordinary Clerks of the Bank, to revise the 
general Balances, therefore liberty shall be given to the Depositary 
to call upon such person as may best please him, provided he be of 
the Collegium of the Raggionati, for the purpose of the aforesaid 


* Pontadori. +Contador. 
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work, to which person for one time of serving shall be given 25 
ducats, there being reason to hope that in this way the occasions for 
any disorder and error may be removed. 

The aforesaid Clerks cannot, under any pretext whatever, substi- 
tute other persons in the exercise of their duties, but shall render 
their service personally, under penalty for evasion hereof, of loss 
of office and deprivation of every other which the offender may 
hold or be able to hold, nor shall he be employed for the next two 
years. 

And, to give the greater incitement to the said Clerks in doing their 
duty, the penalties of those who shall overdraw upon the Bank shall 
be divided among these Clerks, and the accounts and Division 
thereof shall be made by the Depositary, as has been practised at 
other times and resolved by this Council on June 23, 1609, and July 
14, 1611; and the regulations here following shall be observed. 

That no Clerk shall transfer any account of his own or in his own 
name for any sum whatever, nor shall any be transferred by others 
to Him. 

That they shall compare the books one with another, and that as 
soon as compared one set of these Books shall be carried to the 
House of the Depositary, and the other shall remain in the Vault, and 
there being a variance of one from the other, it shall be found whence 
this comes before beginning to write again, and therefore both of 
the Book-keepers shall perform the writing every day without any the 
slightest delay, in order to be able to prepare the footings for 
the next morning. 

That without any omission, immediately after the writing is done, 
the Examiners shall check it, having a book set apart for errors, in 
which shall be entered all the errors which shall be found by them, 
both that these may be reckoned in the balances and that they may 
be corrected by the Book-keepers, to whose Book no others than them- 
selves can set hand, as to the Journals also no others than the two 
who shall have the charge thereof. 

That the writing having been posted and checked, the balances of 
all those who shall have made transfers on this day shall be drawn 
off in an alphabetical book, as is practised in the Banco della 
Piazza. 

That the aforesaid, which is the regular course of the accounting, 
being practised every day, the books shall be brought back on the 
following morning to the Rialto, when one Book of Balances shall be 
compared with the other, beginning with the Debtors who shall have 
been found, and then, in Alphabetical order, and as soon as compari- 
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son is made, the writing shall begin, and thus from day to day shall 
be practised by every Depositary. 

That upon all those who shall overdraw the Bank shall be laid a 
penalty of ten per cent., day by day, without admission of any excuse ; 
and, three days being passed, and satisfaction not made, criminal pro- 
ceedings shall begin for the penalty as of theft of the public money, 
and the Said ten per cent. shall be divided among the Clerks in man- 
ner as aforesaid, and settlement not following at the end of the three 
days the Clerks wio shall have caused the error shall make payment 
from their own money, having recourse against the Defendants. 

That the Book-keeper shall open a book of simple debit and credit 
to be kept in the Collegium, writing in it from day to day according 
as debit in the Bank is increased, and likewise as this is diminished, 
in order that it may always be possible to know whether the Balances 
are correct, and how great is the debit; and likewise, when the Bal- 
ances are made, he shall make a note of the Amounts name by name, 
which shall remain in the Collegium together with the book afore- 
said. 

That every three months the books shall be changed, the old ones 
being settled and the accounts carried over to the new, with the usual 
regulations and agreeably to the Balances which shall have been 
made ; nor shall the Bank be opened unless the Accounts have been 
adjusted, the Book-keepers, as also the Journalist and the Comptroller, 
being held to pay from their own money for every error which shall 
not have been corrected. 

That it shall be forbidden, as well to each of the Comptrollers and 
Book-keepers, to set hand to the Books of any other, as to every other 
Clerk who shall serve under the Depositary to meddle with the 
Comptrollers’ books, which shall be kept at the Rialto in the Vault, 
and likewise a Clerk shall not be allowed to have two offices in charge 
in the said Bank, nor a second in that of the Piazza. 

That all Agencies or Testaments which shall make it necessary for 
any one to make transfer in this Bank shall first be registered by a 
Notary, who shall be chosen by the Collegium in like manner as the 
Clerks, without other salary than the accustomed fees which he may 
draw from private persons, and then in case of need shall be exam- 
ined by one of our Advocates Fiscal, as the depositary may find nec- 
essary ; and, if need occurs of Advocates to defend the public Inter- 
ests in the said Bank, the Depositary shall have power to make use 
of our Advocates Fiscal, who shall be required to apply themselves 
as the public service shall demand, and the cognizance of these con- 
troversies shall be committed to the Proveditori for Banks. 

It shall be free for every one who shall have credit in the Bank to 
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see, by comparison with the Clerks, whether his credit is such as may 
appear in the book of Balances in the Giro, in order in this manner 
to avoid all fraud which might be committed. 

That* in this new Bank it shall not be allowable to exact any 
charge from Merchants, but simply to pay in cash, excepting to those 
who have overdrawn. 

That no one shall refuse to receive payment of his credits from one 
hundred ducats upwards in said Bank. 

That it shall be allowable to write transfers of any amount, even 
from one hundred ducats down, for the convenience of Merchants, 
when the parties are agreed. 

That every morning opportunity shall be given to Merchants to 
write their transfers for at least two hours, as above said; and, after 
the writing, the Journalist and comptroller shall compare the three 
essential Heads of every transfer—that is to say, the debit and credit 
and the cash—in the presence of the Depositary, who shall, after the 
said comparison, draw a Line thereunder and write his name, as is 
the useful practice on other occasions. 

That transfers shall not be made from Bank to Bank, it being in- 
tended that in all its parts this of the Giro shall remain disconnected 
from that of the Piazza. j 

And the good direction and perfect rule of this business consisting 
in debiting the Bank with individual credits, and it being necessary 
that the chief aim should be so to practise as to establish most care- 
fully this principal point, when all else may be trusted to take its 
course of itself under ordinary rules: — 

Be it expressly forbidden to enter transfers in the journals to the 
debit of the Most Serene Signiory, except by virtue of an order of this 
Council, showing to whom the credit shall be given, and stating the 
reasons and the amount of money, which order being passed shall be 
registered in a book, to be called the Register of the Banco del Giro, 
to be kept by a secretary of this Council thereto appointed, and to be 
signed by the Cashier of the Collegium and the said secretary; and 
the order shall then be carried to the office whereof he is creditor, to 
whom it shall have been determined to give credit in the bank afore- 
said, and by this office he shall be debited with the same amount in 
its books, and the entry recorded under the aforesaid order of the 


*Che in questo nuovo Banco non si possi scuoder da Mercanti, ma simplice- 
mente pagare in contadi eccetto da quelli, che haveranno intaccato. 

Che alcuno non possa recusar di ricever il pagmento de’ suoi crediti in detto 
Banco da ducatti cento in suso. 

Che si possa scriver qualsivoglia partita, et anco da ducati cento in zoso, a 
comodo de Mercanti, quando pero le parti siano concordi. 
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Senate. It shall then be delivered to the depositary of the Giro with 
order to give to the proper person the credit in bank stated in the 
entry, and he shall be required to keep the aforesaid orders upon file, 
and also to keep a register for entering the same conformable to that 
which shall be kept in the Collegium, which book shall be kept with 
the aforesaid file locked in his chest, that the whole may be delivered 
from successor to successor, in which book shall appear both the debit 
of the bank and that of the offices for which the payment shall have 
been made. 

And since one of the chief and most necessary considerations as to 
this Bank for the public and for the private interest is that such a 
sum be assigned to it that not only private individuals may receive 
promptly whatever sum of money they may need to draw for the day, 
but that always, in case it should seem good to this Council to proceed 
to close the said Bank, the Capital may be ready sufficient to give to 
every one his just due,— 

Therefore, be it firmly resolved that, of the first 150,000 ducats of 
Silver, whereof the greater part is to be delivered by Vendramin in 
bulk,* according to the aforesaid agreement, those which are in reals 
shall be deposited in the Banco della Piazza, and so much money shall 
be taken in exchange; nor shall they be removed from the said Bank 
without a resolution of this Council. Those which are received in 
bulk shall be given to the Proveditor of Gold and Silver in the Mint, 
in order that he may at once cause them to be coined and, with the 
money taken as above from the Banco della Piazza, set apart in the 
said Mint in a Chest with two Keys, to be kept the one by the afore- 
said Proveditor, and the other by the Depositary of the Giro, and all 
these 150,000 ducats shall be kept as a fund appropriated to the afore- 
said Banco dei Giro. 

And, it being also necessary to provide for payment in cash to such 
Merchants as may show the greatest need thereof, be it ordered that 
of the 150,000 ducats aforesaid 20,000 ducats be taken and consigned 
to the Depositary of the Giro, to be kept at Rialto in the Office of the 
Chamberlains of the Commune, in one of the public chests under 
the sole key of the Depositary, who may disburse them with such 
reserve and in such manner as, having regard to his prudence and 
dexterity, the business shall be seen to require; nor shall any other 
money, beyond the 20,000 ducats aforesaid, be drawn from that chest 
for the purpose of being carried to the chest at Rialto, except by 
resolution of this Council. 

‘When the aforesaid 20,000 Ducats shall have been disbursed, such 
other sum shall be taken from the chest as shall seem good to the 


*in pasta. 
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said Council, and for the same purpose of consignment to the 
Depositary, and so in succession from time to time. And as it may 
be judged expedient to make payment to some Merchant for Letters 
of Exchange and other Credits, which cannot be done at any time 
except by order of this Council and under the rules as stated above, 
be it also ordered that there be assigned to this Bank 10,000 ducats 
per month, to be given by the Depositary in the Mint to him of the 
aforesaid Banco del Giro, until the returns from some Impost be 
specially assigned, if the business shall appear to this Council to 
require it; nor shall the aforesaid Depositary quit his Charge of the 
Mint unless he shall have made this delivery, beginning the month 
of June to pay the 10,000 ducats, and so continuing from month to 
month as required, nor can he settle up his Cash office nor quit his 
Charge, as aforesaid, unless he has an Acknowledgment signed by 
him of the Giro that he has executed this order; and by virtue of this 
assignment credit can be given in the same manner, but always by 
resolution of this Council, to Creditors of Our Signiory separately for 
the sum of 500,000 ducats, and until the entire cancellation of this 
sum the aforesaid 20,000 [10,000] ducats per month shall be paid 
without any the least interruption. 


II. 


[The original of the paper printed below is in the archives of the 
Bureau des Affaires Etrangéres in Paris, in a volume of correspondence 
lettered “ Venise, 1786 et 1787,” and numbered 243. It is cited, but not 
printed, by Daru, in his Histoire de la République de Venise, vii. p. 297, 
among his piéces justificatives ; but there is little evidence of his having 
made much use of the document. It was apparently written not far 
from 1760, and may have been sent to Paris by the French embassy 
at Venice. The two notes at the top of the paper and a few pencil- 
marks show that it has been consulted; but for many years it seems 
to have been overlooked, and it is now printed for the first time. 
For the opportunity of making a copy for this purpose, the present 
editor is indebted to the courtesy of M. Kaulek, the officer in charge 
of the archives. In making the copy, the numerous clerical errors 
in the original were left without change; but in some cases, where 
the MS. was found obscure, emendations have been suggested. A 
few notes of explanation have also been added. 

Another paper cited by Daru, in the same place, as a “ Mémoire 
sur la Banque de Venise,” from the correspondence of the Abbé de 
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Bernis, French ambassador at Venice, under date of 1753, is also to 
be found in the Affaires Etrangeres, in a volume of correspondence 
numbered 214, but is much less comprehensive, and has much less 
interest than the document now printed.] 


Cette piece a été remise seule aux Joint & la lettre de M. l’Abbé Leblond 
archives par le chef de la 3¢ division du 15 Je. 1786. 
le 27 Fructidor an 6. 
DISCORSO 


SOPRA DEL BANCO DEL GIRO DI VENEZIA. 


Le Banco Giro di Venezia & il piu antico Banco dell’ Europa, 
perché Venezia é la piu antica Citta di Commercio nella medesima. 
Marsiglia sola potrebbe disputare questa nobilta di Commercio a 
Venezia, perche quella Citta ha sempre commerciato, sino dalla prima 
sua fondazione molti Secoli avvanti 1’ Era di Cristo, e li primi suoi 
abitanti non furono che una Colonia di Mercanti, che cola si stabili- 
rono per estendere il Commercio dei Greci verso l’occidente. Genova 
disputa questo fregio alla Capitale dell’ Adria ma non é da farsi para- 
lello fra due Repub® le di cui forze sono tanto inequali. Un Banco e 
indispensabile in una Citta di gran Commercio ed e tanto necessario, 
quanto necessario fu’ l’ oro e |’ argento alli primi Negozianti per la 
facilita della permutazione delle Cose. L’ estenzione di Commercio 
ha trovato lento anche il metallo, e li Negozianti han dovuto con- 
venire de’ mezzi piu brévi che moltiplicassero il loro utile in propor- 
zione della loro abilita. La Citta dunque che fu centro del Com- 
mercio d’ Oriente come Venezia deve essere stata la prima dove i suoi 
Negozianti abbiano ritrovato la necessits d’ avere un Banco. II Banco 
Giro di questa Citta non é che un Deposito del denaro di Negozianti, 
li quali piu sicuri dormono nelle loro Case, [n]on essendo [9*] obbli- 
gati conservarlo presso di loro. La Repub* é Depositoria ed ella 
paga i Ministri del Banco, avendo essa il suo utile, che dovrebbe 
essere conosciuto e studiato di tutti i Principi. Suppongasi che la 
Repubblica si servisse in critiche occasioni di qualche porzione di 
questo denaro, fatto cio con prudenza, il credito dei Negozianti non 
resterebbe minimamente alterato, e li Negozianti girerebbero li parti 
scritti in Banco, senza che questi ricevassero la minima impressione 
da questa diminuzione del effetivo denaro; sicche finocche la Repub* 
avesse il Credito, che non ha, non perderebbe in niente il Credito 
delli Negozianti. Nell’ ultima Guerra* questo Credito ebbe vera- 
mente qualche alterazione, perche si davano in pagamento alli Pro- 


*This refers to the Ottoman War, 1714-18. 
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veditori dell’ Armata le parti del Banco, che vuol dire |’ istessa cosa 
che dare li Biglietti o Cedole invece di denaro. Questi perdittero di 
valore sulla Piazza, in cui v’ eran piu venditori che compratori delle 
venete partiti, cioe gente che volevano realizzare carta contro |’ effe- 
tivo. Allora le partiti perdettero fino al 20 p.c. contro il reale, e 
come il discredito e un contaggio, che rapido agita |’ opinione degli 
uomini, e moltiplica i suoi timori cosi se il Pubblico non avesse pron- 
tamente proveduto, li danni sarebbero cresciuti, ed in fine sarebbe 
mancato il Pub® ed il privato. In tale critica situazione la Repub* 
obbligo i suoi fondi per cauzione del Banco, e cosi a poco e poco il 
Credito ritorne a saldar la piaga dell’ opinione, che in questa [10] 
turbolenza non pensa mai, che al suo peggio. Per questo si puo 
credere, che Mr. Law che fu’ grand’ Aritmetico, filosofo, ma non po- 
litico, nelle sue teoriche generali de’ Banchi, abbia mancato in questo 
che egli fondo in Francia nel non aver avuto riflesso alla malatia 
morale degli uomini che piu precipitano nel timore di quello si lusin- 
gano di speranza: Convinto egli stesso di Corollari di suoi principi 
sopra il Credito, non ha saputo punto considerare |’ indole degli 
uomini, e si e lasciato sorprendere per non essere stato bastante 
politico nel non prevedere quanto gli @ successo. 

Tl Banco di Venezia si credi un deposito di 20 millioni circa, e 
presentamente si trova in un perfetiss® essere, essendo stata imborsata 
una buona parte del denaro, che era stato levato ne’ tempi andati ; 
anza la Repub* fa portare al Banco tutti i suoi tributi e figura nel 
Banco come un privato Negoziante, qual arte accrediti piu il Banco 
stesso presso i Negozianti, e fa una doppia partita in favore della 
medesima; sono vent anni circa, che si e pensato ed [ad] un nuovo 
metodo per bandire tutti gli aggi, che erano soliti farsi sopra le 
partite del Banco stesso, contro il denaro de’ Banchieri medesimi, 
quando dovendoli pagare in Banco erano cercate le partite come era 
solito ne’ tempi che si dovevano pagare i tributi delle Provinzie, li 
quali erano obbligati pagarsi in Banco secondo gli Ordini. La Repub* 
per bandire quest’ Aggio, che pregiudicava i suoi sudditi senza [10*] 
nessun proprio utile istitui una Cassa * alla quale si portasse il denaro 
per aver partita in Banco, e la medesima si é obbligata, realizzata la 
partita di Banco, che le vien presentata; apparentem*® sembra questo 
un utile pubblico de’ Privati, ed accresca anche il credito della 
Repub* che cosi paga in denaro, ed in partita di Banco. Ma se con- 


*The reference here is to the decree of 1738, per l’ Apertura della Cassa del 
Banco; and, although the writer of the Discorso uses the expression istitui una 
Cassa, a comparison with p. xvii shows that what took place was in fact the re- 
opening of the cash office after a long suspension. This is also clear from the 
language of the decree, which is printed in La Scuola in Pratica del Banco 
Giro (Venice, 1791), and in part by Rota, Storia delle Banche, p. 116. 
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sideremo che in una Citta, dove cade per incerca tre millioni e mezzo 
di tributi delle Provincie, e nella quale si sostiene un Commercio si 
attivo nel Bilanzio universale, con tanti arti e fabriche, e che si co- 
noscera la necessita di un Banco per |’ estenzione del Commercio, 
trovera che questo e un utile della Repub*; alla fine dell’ anno deve 
essere piu il denaro che riceve per comodo di chi negozia, di quelle 
che si paga, cossiche deve crescere alla fine dell’ anno il denaro nella 
Cassa, ed il Capitale del Commercio Veneto scritto in partite. 

In favore della medesima Cassa e sortita un’ altra providenza ulti- 
mamente la quale vuole, che tutti li pagamenti in Piazza, che eccedono 
li 300 Ducati correnti, si debbano fare in partite di Banco, e quelle di 
portare il denaro alla Cassa per avere le medesime partite. I] Giro 
del Banco si fa col girare le partite a debito dell’ uno, ed a credito 
dell’ altro, e questo giro fa con gran facilita, poiche con poche persone 
si fa questa operazione, la quale non e stata mai soggetta ad inganni, 
o falsita, come i Biglietti del Banco di S. Giorgio, e quelli del famoso 
Laj, che quando si ritiro dalla Francia trovo in Brusselles che erano 
stati falsificati [11] piu di tre millioni di suoi Biglietti con 1’ ajuto 
d’ una Lucerna.* 

Ogni tre mesi si fa il Bilancio ed e degno di somma lode la regola, 
che si tiene nel medesimo Bilancio: Questo si deve fare da persone 
fuori di Banco, come sarebbe Ministri di Negozio sotto 1’ occhio di tre 
Nobili, che compongono il Mag** del Banco, cosi se vi e qualche infi- 
delta de’ proprii Ministri de] Banco giro, non puo essere che di tre 
mesi e di non grande consequenza. Se qualche Negoziante ha dispo- 
site di piu di Capitale, e risulti debitore del Banco nel Bilancio, e 
obbligato a pagare subito ed a bonificare 20 p. c. al Banco. Quando 
si va al Banco per girare qualche partita, e per farsi creditore di 
qualche somma portata alla Cassa pubblica del Banco, due Ministri 
scrivono nel tempo stesso la partita stessa, e questi due Ministri |’ uno 
viene chiamato col nome di Ministro, e col nome di scontro |’ altro. 
Questi Ministri stanno al Banco a Rialto, e quando il Banco si chiude 
alla sua ora, finito il concorso di Rialto, vengono levati i Libri e por- 
tati sopra all’ Ufficio ove altri Ministri riportano le partite sopra altri 
Libri, ne’ quali si tiene conto de’ Capitali di ognuno a debito, e 
credito. 

Li principali Negozianti, anzi quasi tutti sogliono con qualche pic- 
cola ricognizione annuale farsi estrarre, e portare a casa di giorno in 
giorno il respettivo Bilancio, che chiamasi Biglietto di Banco. La 


*The counterfeits, ‘“‘ pour plus de cinquante millions,” are said by Duhaut- 
champ to have been made “par le secours de la transparence qu’une lampe 
donnoit pour imiter parfaitement les signatures.’ Histoire du Systéme des 


Finances, vol. iv., p. 86. 
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Moneta di Banco chiamasi Lira, la quale val £. 96 correnti, chiamati 
piccoli, oppure Ducati 12 d’ argento da Lire [11*] otto piccoli. La 
Lira di Banco fa Ducati 10 di Banco, che formano le sudetti Lire 96, 
perche ogni Ducato di Banco val Lire nove, e soldi 12, qual e prezzo 
fisso, e si chiama in Venezia il pari perche Ducati 10 di Banco sono 
Ducati 12 d’ argento. [I] Banco tiene la sua scritta in Lire, soldi, e 
denari della sudetta Lira, e non si serve di Cifre arabische, ma bensi 
di numere Romani.* Questo e quanto puo dirsi sopra il Banco di 
Venezia per le notizie separate accomodate poi, e combinate con le 
teoriche della natura de’ Banchi, senza di quali non si puo avere un 
grande ed esteso commercio. 

Se i Principe conoscessero le consequenze d’ un Banco, facilmente si 
renderebbero piu felici loro, ed i loro suddetti. Questa Repub“ tiene 
in questo Banco il denaro tutto de’ suoi Vassalli; egli e come il cuore 
di questo corpo politico, dove tutto il denaro si porta e da dove parta 
con un nuovo vigore per scorrere nutrimento di tutte le parte. I] 
credito di questo Banco e tutto del Principe. Li privati non possono 
negoziare in questo Banco, che colle partite dell’ effetivo, che tengono 
in Banco. Il Credito ossia fido, come qui se dice da Privati e fuori 
di Banco, e delle partite scritte in Banco non se ne s-rvono che per 
saldo del dare ed avere. E mirabile il Piano del Politica economica 
di questa Repub*, che sembra dovrebbesi studiare de’ Priucipi, che 
schiavi dell’ immaginaria scienza dei Finanzieri, rinuvziano il Credito 
che e il piu precioso tesoro, che i Sovrani possono avere. Tutto [12] 
l’ oro e I’ argento imprigionato non serve per niente al Principe, ne a 
suoi sudditi: |’ inerzia de’ metalli e nociva in uno stato. Tiberio lo 
provo, poiche avendo ammassato piu di 60 millioni di Zecchini, 
somma immensa per quei tempi, la rarita del devaro aveva resi mi- 
serabili tutti i Sudditi; la circolazione del denaro resto fermata, ed 
egli nou poteva piu esiggere i Tributi.¢ Il denaro vuol moto, il moto 
viene dell’ industria, e |’ industria moltiplica col Credito, perche il 
Credito moltiplica il denaro. Gli antiche Veneziani, che sono stati 
sempre piu Negozianti che conquistatori, intesero questi principi, e 
per questo non istudiarono, che di far la Repub* cuore della circola- 

*This remarkable statement as to the use of Roman numerals in the ac- 
counts of the bank may be compared with a provision in the act of 1584 for 
establishing the Banco della Piazza di Rialto. Lattes, Liberta delle Banche a 
Venezia, p. 107: “In tutte le partide che si scriveranno, sia specificato dentro del 
zornale la summa almeno per abbaco, et cavato fuori in figure Imperiali.”’ 


+ For a full discussion of “ The Monetary Crisis in Rome, A.D. 33,”’ by a thor- 
oughly qualified critic, see W. F. Allen, Zssays and Monographs, p. 200; or 
of American Philological Association, 1887, p.5. Cantillon finds 

in this event an argument against the utility of public banks in a great state. 


Essai, p. 415. 
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zione del denaro, e di concentrare in se stessa il Credito senza del 
quale i Principi non possono far agire la loro potenza concepir vaste 
idee, e render felici i loro sudditi. Tutto il denaro di questo Stato 
pende verso il centro, che e la Repub*. La Religione stessa, il di cui 
abuso devia tanto denaro, e obligato a lasciar il corso di questo verso 
la medesima come si vedra in appresso dopo aver parlato della 
Zecca. ‘ 

La Zeccha non é quel diritto che si esigge dalla Repub* per |’ im- 
pronto delle sue monete, e principalmente de suoi Zecchini, che 
cominciarono a coniarse verso il fine del XIII. secolo, trent’ anni 
circa dopo il Fiorino di Firenze, che ora chiamasi Gigliato, e questa 
in varie occasioni di besogno di denaro si é obbligata ad un interesse 
verso quelli, che portarono i [12*] loro Capitali, l’ interesse de’ quali 
e stato ridotto 2 pr. c. salvo gli ultimi depositi, che volgliono [valgono] 
ancora il 4 pr.c. Li Creditori non hanno veruna ingerenza nell’ am- 
ministrazione della Zecca, ma sono azionarj; Questa non restituisce 
percio i Capitali, ossiano li Depositi, ma bensi li Proprietari li con- 
trattono fri di loro come un fondo di terra. Usa la Repub* per 
accreditare queste partite, e diminuire li Depositi in Zecca, fare una 
specie di Lotto di tutti li Reddituarj in Zecca, fissando una somma di 
quanto vuol imborsare. Devesi osservare, che li debiti in una Repub* 
sono di natura diversa di quelli d’ un Principato, e di diversa natyra 
sono ancora li debiti di uno Stato, dove vie il Banco, da quelli d’ un 
altro Stato, ove tal Banco non vi sia. Sembra, che li Principi in 
Europa presentamente abbiano rinunziato il loro Credito a Finan- 
zieri, li quali con de’ Conti, che chiamar si potrebbero da Seena 
[Scena], poiche tutti rappresentanti il falso, a poco a poco attragono 
a se tutto il denaro dello Stato, e se ne sono veduti in Francia rigu- 
gliare [uguagliare] il lusso dei Souverani. Un Banco in mano d’ uno 
Principe ristretto ne’ confine della respettivi forze d’ una Provincia o 
d’ uno Stato, redimerebbe i poveri sudditi da tanti trionfanti debitti e 
concentrerebbe.nel Principe quel Credito, al quale sembra da due 
Secoli a questa parte abbiano i Principi rinunziare. 

Questa Repub* non lascia d’ avere i suoi Finanzieri ma come nel 
Banco colano tutti li guadagni di questi, non sono nocivi col progresso 
del [13] tempo alla Repub*. Li debiti della medes* Repub* girando 
li pagamenti dell’ interesse nel’ Banco, questi non portano quel pre- 
giudizio, che recano negl’ altri Stati, ed una pase [partita] di qualche 
durata servirebbe a Ministri abili nelle Finanze pubbliche a saldare 
tutti li debiti. Questi sono piu facili a saldarsi in uno Stato Mo- 
narchico che in una Repub*, nella quale la multitudine dei Mag" 
fa si, che tutti abberevano la loro sete nel denaro del Pubblico, 
come succede in questa. Tutti li debiti di questa Repub* sulla 
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Zecca, sul Dazio della Farina, dell’ Oglio, Vino, sussistono ancora, e 
questi furono fatti per sostenere il Banco, come si e detto, quando 
volendo pagare i Provigioneri d’ armata, diedero a medesimi partiti di 
Banco in pagamento, e se non fosse proveduto in tale crise con |’ ipo- 
teca di tali fondi, la rovina del Banco sarebbe stata inevitabile. Dopo 
si pensd da questa Repub* ad accrescere ]i Dazj sud‘ ma questa senza 
accorgersi, insensibilmente ha portato rovina all’ arti, delle quali 
crescendo il Lavoro delle mani, e stato necessario aumentare il 
prezzo delle medesime ne’ Paesi esteri, ne quali si e perduto |’ utile 
della preferenza per il concorso di altre Nazioni commercianti a segno 
tale che molti capi di commercio si sono perduti, molti sono in deca- 
denza, e pochi sostengono |’ antico vigore. L’ Artifice qui e miserabile, 
il suo guadagno non ha proporzione coll’ accrescimento dei Dazj, dell’ 
alterazione delle monete, e del diverso presente rapporto del valore 
de’ frutti [18*] e la quantita delle monete. Tanto e difficile col 
tratto successivo progredire in tutte le operazioni illuminati da quello 
spirito, col quale furono disposti i primi regolamenti. I Veneziani 
nell’ accrescimiento di questi Dazj hanno pensato da Privato, hanno 
considerato |’ economia pubblica come quella de particolari, e sembre 
che abbiano ignorato d’ avere un Banco, il quale moltiplica i suoi 
depositi in proporzione del Commercio, e del quale la Repub* n’ e il 
Depositario: pertanto, se era necessario |’ accrescimento dei Dazj per 
sovvenire ai Bisogni urgenti di que’ tempi dovevano pensare ad estin- 
guere i debiti anche con uno sforzo, perche questi li obbligavano ad 
accrescere que’ Dazj, che pregiudicano al Commercio primo moto dell’ 
antica richezza di questo paese. 

Sarebbe meglio in questa Repub* per trovare denari accrescere li 
Debiti, che hanno con sei Scuole grande chiamate: 1°. S. Rocco: 2. 
S. Gio. Evangelista: 8. S. Marco: 4. S. Todero: 5. S. Maria della 
Carita: 6. S. Maria della’Misericordia. 

Di queste si e servita la Repub* per trovar denari, e come queste 
ricevono quotidian[amente] nuovi soccorsi e nuoye elemosine, a La- 
sciati de’ Fondi che sono obbligati di vendere secondo il famoso Pro- 
clama 1606 che fece tanto strepito, e diede tanto nome a Fra Paolo,* 
queste accreditano i loro depositi di tal maniera, che servono a dar 
moto al denaro, che si stagna nelle Case delle [14] diffidenti. Ab- 
benche pero gli ordini del 1606 sussistono ogni giorno per la vendita 
delle Terre lasciate ai Luoghi Pij, nondimeno il rispetto superstizioso 
che si ha per queste terre fa si, che ve siano in vendita molte senza 
trovar compratore. Credono molti ancora, di accomodare la Religione 
con |’ interesse, nel portar questo denaro alle scuole, abbenche non 
paghino presentamente che il 3} pr. c. sebbene la Repub* continua 


*See Fr. Paolo Sarpi, Opere, vol. iii. 
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a pagare il 4. ed ecco come la Religione ancora vuole i suoi tesori in 
seno all Rep* la quale e la prima delle Potenze Cristiane, che abbia 
penetrato lo spirito dell’ abuso delle Religione per avarizia, che negli 
altri Stati Cattolici forma de’ mostruosi ristagni nel corpo politico. 
Questa Aristocrazia si serve e della Religione e del Commercio per 
mettere in moto lo Scrigno de’ privati, e se vi fossero persone appli- 
cate alle meditazione della dottrina della pub* economia si vedrebbe 
un maggior vigore nel di Lei Commercio e nell di Lei sistema po- 
litica. Qui le disposizioni sono perfette, ma queste non agiscono che 
mecanicamente, come in molini d’ aqua o vento; e di passaggio diréd, 
che questa Repub* sussiste internamente per gli Inquisitori di Stato, 
ed esternamente per la bilancia universale nella quale stanno le 
Potenze Europee. Ne’ passati tempi questa Repub* fu piu atta al 
Commercio che alla Guerra, furono piu Negozianti che Conquistatori. 
Present[emente] [14*] estinti varii Principi nella Lombardia cresciute 
le Potenze della Francia dell’ Austria e dell’ Inghilterra, non hanno 
piu exercizio di pensare alla salute pubblicha, la quale dipende dalle 
massime de’ primi Gabinetti in Europa e se vi e qualche spirito am- 
bizioso, non puo sfogarsi che con la Corte di Roma come oggidi suc- 
cede. 

Si serve questa Repub* anche di altre suste per ritrovar denaro 
nelle occasioni, quali sembrano riservati alla Religione, come i Luoghi 
Pij, che sono quattro in questa Citta, chiamati 

1°. GI’ Incurabili, ove si curano gl’ impiagati, i Gallici. 

2. I Mendicanti di tutti due i sessi ove si alimentano i vecchij ed 
anche gli Orfanelli. 

8. L’ Ospedaletto, ove si curano gli Infermi. 

4. La Pieta, ove si portano i Bastardi. 

L’ amministrazione di questi quattro Luoghi Pij e nelle mani de’ 
Nobili Cittadini e Mercanti, a quali tutti presiede uno dei Senatori 
col titolo di Pressidente degli Ospedali. Le Rendite di questi quattro 
Luoghi sono avventizze e dipendono dalla Carita pub*, da Lasciati ne’ 
Testamenti, Legati di varie Case, e molte eredita, le quali secondo gli 
Ordini mirabili di questo Governo si vendono e se ne fanno de’ 
depositi, restandone Depositario del ricavato il Governo stesso, il quale 
deve a questi Luoghi Pij, ed alle anzidette Scuole somme grandiose 
delle quali paga 1 annuo interesse [15] ed ecco come la Carita, che e 
un gran moto d’ una parte della richezza d’ uno Stato, spande i suoi 
tesori in seno alla Repub’. 

Il vero ordine sta nel vigilare sopra le azioni di tutti le virtu, e di 
tutti li vizij: la pieta deve animare |’ una e distruggere gli altri, ma 
la Politica che vede inseparabile del uomo il vizio, deve studiare la 
natura della virtu e de’ vizij, ed approfittarsi. Questo antico spirito 





























QUARTERLY JOURNAL OF ECONOMICS [xvi] 





386 


economico, che eletrizza tutte le parti di questo Governo, si fa sentire 
anche sopra li Corpi dell’ Arti, li principali delle quali sono quattro: 
cioc’ 1. L’ arte della Seta. 2. L’ arte dei Pistori o Panettieri. 3. 
L’ arte dei Tessitori. 4. L’ arte dei Luganegheri, ossia Pizzicagnoli; 
quali pagano un tanto per ciascheduno al Principe; ma siccome 
hanno avvanzato del denaro al medesimo sopra le loro Quote, riten- 
gono |’ Interesse del 3} per cento del medesimo denaro. L’ altre arti 
come sono gli Orefici, Tintori, Merciai etc. pagano un tanto al Go- 
verno, ma sono piuttosto in debito col medesimo. 

Tutte queste arti hanno un Oratorio, ed ogni Parrochia ha una 
Scuola del Sacramento, nella quale ogni anno si elegge un Guardiano 
dell’ Ordine de’ Cittadini, o de’ Mercanti, Artisti, e[d] ogn’ uno sa 
I’ arte che si adopera per tirare il denaro dei confratelli nelle med°. 
Che richezza, che argenti, non s’ ammassono in queste Scuole! Lo 
spirito economico di questo Governo non a negletto queste moltipli- 
cate scene [?] del divoto [?] interesse. La Repub* vi [15*] fa presie- 
dere tre Nobili Giovani col nome di Proveditori di comun[e]. Questi 
hanno un Inventario di tutte |’ Argenterie, Quadri etc. che sono in 
dette Scuole, e il Guardiano e li Confratelli non possono fare spesa 
alcuna senza il consenso de’ suddetti Nobili. 

Tutte 1’ altre Confraternita ed Oratorij sono soggetti a questa 
mirabile polizia. Questo denaro che pagasi dell’ Arti, non sono 
che carichi sopra il Popolo, non fanno che accrescere |’ opera manu- 
ale, e se non cresce questa, rende piu miserabile |’ artefice; sicche 
consuma meno e per un’ altra strada reca un grave pregiudizia al 
Governo nel quale si deve considerare queste contribuzione, come 
si sono considerate qui superioramente li Dazij sopra il Sale, Farina, 
Oglio etc. Tanto e delicato il meditare da Principi e da Ministri 
delle Finanze |’ indole delle cose, onde si deve accordare che un vero 
direttore delle Finanze deve essere un Filosofo; verita conosciuta 
del celebre Antonino Imperatore detto Pio. Qui dunque e da con- 
siderarsi che {il Banco del Giro della Repub* e il cuore per dove 
passe e sorte tutto il denaro che e in commercio e quello di tutti i 
Tributi e Dazij di questa Repub*. Li debiti della med* sono una 
susta per mettere in moto li Scrigni de’ Privati. Li Luoghi Pij e 
le Scuole grande danno moto al denaro di quelli che sono piu diffi- 
denti; Li Confraternite e gli Oratorij spremono |’ interesse de’ Divote 
nelle Casse de quali ristagno piu facilmente il denaro per avere minori 
[16] passioni di alimentare. Gli argenti delle Chiese sono un tesoro, 
che suplirebbe alli primi urgenti bisogni della Repub*. Tutto in- 
cline in fine al Centro, da dove parte il principio di vita di questo 
Governo. E da riflettersi pero, che questi mezzi cominciano ad essere 
un poco usati, e si trove molto denaro nelle Casse di privati, onde 
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animato si potrebbe dire dallo Spirito economico, che segge questa 
Repub* quello che ritrovasse nuovi mezzi per richiamare |’ ozioso e 
l’ inerte denaro alla generale circolazione. 

Non si puo comprendere come non si sia mai saldata la piaga dei 
debiti che questo Governo ha con li Forestieri. E vero, che questi 
Crediti essendo la piu parte antichi, sono stati ridotti all’ interesse, 
e che i Genovesi, che sono li principali Creditori, non verrauno 
ridurre il Capitale in proporzione dell’ Interesse, contentandose essi 
d’ un tenue reddito, quando e sicuro per |’ abbondanza del denaro, 
che attrae la loro economia. 

Tl Lotto del quale si ha parlato di sopra e stato ritrovato per 
accreditare questi depositi in Zecca. Forse se fosse stato il capitale, 
e non |’ Interesse sarebbe stato piu facile a far pensare a Genovesi 
da rimperare li loro Capitali. Tanto sono le viste che debbono aversi 
nelle providenze economiche. 

Potrebbe esservi nascosto anche qualche mire politice nella con- 
servazione di questi debiti, ma questo e fuori del presente Discorso. 


[16*] Istrruzionr, Leaer E Metopr1 
DEL Banco Giro pi VENEZIA 
1782,* 


Antica fu |’ istituzione di questo Banco del Giro, che cosi si chiama 
e segui per comodo del commercio. Ingranditosi |’ Istituzione sua, 
fu la Cassa Contanti aperta per ricevere denari da chiochessia da 
essere accreditati per il valore di essi di tanta partita di Banco, 
ciascuno uel suo proprio conto che gli viene piantato ne’ Libri pub- 
blici di esso Banco Giro ed ogn’ uno puo tenere la propria partita in 
detto Banco, come fosse un Deposito in propria Casa, ed in proprio 
scrigno, senza spesa alcuna, ne viceversa il Banco paga Pro o In- 
teresse a veruno che tenesse partita ferma in essa. Questo Governo 
nell’ erezione di questo Banco vi pose il fondo nella Cassa aperta del 
Banco di un millione di Ducati d’ argento effetivi, che ora vagliono 
lire otto di piccoli cadauno, e sono circa reali sedeci di viglion’ per 
dare contanti di mano in mano a chi gli occoresse, privandosi all’ 
incontro di tanta partita di denaro del suo proprio Conto, e Credito, 
dovendo presentare all Ministro Cassiere a cio deputato la fede di 
credito, che gli cava altro Ministro destinato alle Scritture e registri, 
gliela convalida colla sua sottoscrizione, e collo Sborso, che fa in 
contanti la Cassa del Banco a questo tale gliene viene subito girata 


* At this point we have apparently a document by another hand, appended to 
the Discorso rather than incorporated with it, and giving information as to the 
daily management of the Bancogiro, plainly obtained by close observation. 
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da esso la partita in debito nel suo conto in diffalco del suo Credito e 
del suo avere che ha in Banco. Una sola moneta si nomina in esso 
Banco, che e immaginaria, cioe Lira di [1'7] Banco, quale si forma 
di soldi 20 pure di Banco, ed il soldo di denari 12: ogni Lira vale 
Ducati 10 di Banco composto di grossi 24 I’ uno: ogni soldo grossi 
12 del sud° Duc® di Banco, ed ogni denaro un grosso di sudetto Banco, 
come per esempio: 


Lire 103.18.9 sono Ducati 1039 .9 Banco 
“ 55.13.7 “ “ 556.19 “ 
* Sas * ss 378.15 - 





Lire 197 .9.7 fanno Ducati 1974.19 Banco 


Il Ducato immaginario di Banco per ridurlo all’ effetivo, e suo vero 
intrinseco valore corrente, e spendibile per la Citta, convien aggiun- 
gersi un aggio fisso e stabile di un 20 pr c.: per esempio 


Lire 100. Banco sono Ducati 1000. Banco 
Aggio Lire 20 pr. c. sono ‘“ 200, 


Effetivi d’ argento Duc. 1200. 


che per la Citt& vagliono e si spendono a Lire otto di piccoli 1’ uno, 
e questa é vera moneta: sicche dunque Lire 100 di Banco di grossi, 
ossiano Ducati 1000 Banco fanno Lire di piccoli 9600; ed ecco, che 
la Lira di Banco vale Ducati 12 d’ argento, che a Lire otto |’ uno 
sono £96 di piccoli, ed il Ducato di Banco immaginario vale £9.12 
di piccoli 1’ uno.* Se una persona dunque porta alla Cassa di Banco 
Ducati 1200 effetivi d’ argento, gli viene dato credito nel suo Conto 
corrente del Banco giro di £100 Banco, e se fossero Duct 133 [833] 
effetivi d’ arg di £69.8.11 [4] Banco, et sic de singulis & vice 
versa avendo una persona credito in Banco, ossia avvanzo nel suo 
Conto del Banco Giro di £100 di grossi di Banco, fattosi cavare dal 
Ministro [1'7*] a cio destinato la fede autentica, e dal medes* firmata, 
presentata questa al Ministro Contadore e Cassiere alla Cassa Con- 


* These statements give the following table : — 
Banco. 
1 lira =10 ducati = 20 soldi = 240 grossi or denari. 
lducato= 2soldi= 2 grossi or denari. 
1soldo= 12 grossi or denari. 


10 ducati B’co = 12 ducati effet. = 96 lire di piccoli. 

1 ducato effet. = 8 lire di piccoli. 
Ricard, Traité Général du Commerce (edition of 1781), vol. ii. pp. 266, 267, gives 
tables of the coined money of Venice before and after 1750, and states its rela- 
tion to bank money. 
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tanti del Banco, gli vengono pagati Duct 1200 effetivi d’ argento e 
cosi appostagli la partita in debito nel suo Conto del Banco, resta 
questo pareggiato: se poi a conto del sud® suo avvanzo di £100 
Banco avesse una fede di sole £53.18.6 Banco, e questa come sopra 
presentasse alla Cassa, gli sarebbero contanti 641.21 [647.2] d’ ar- 
gento effetivi; e resterebbe ancora Creditore in Banco nel suo Conto 
di £46.1.6 di grossi, et sic &c. 

A questo pub® Banco del Giro pressiede un Mag™ Senatorio fatto 
dal Senato, che si chiama il Mag sopra Banchi ed e coperta da tre 
Senatori con il suo Avvocato Fiscale, il suo N otajo, ed il suo Fante, 
ossia Bidello. Questo Magistrato accadisce [?] al manutenimento 
ed operanza delle Leggi fondamentali che furono institu[i]te e sono 
le seguenti. 

Pe Che nessuna persona, se non |’ istesso Principale, o suo Legit- 
timo Procuratore possia mai disponere di partita di Banco, e le Pro- 
cure quantumque sieno fatto da qualsisia pubblico Notajo tanto di 
questa Dominante, che di altre Citta, e Luoghi, devono essere ricono- 
sciute, ed approvate da altro Notajo stabilito apposto del Mag* sud°, 
qual notajo in margine di esse Procure deve stendere colla sua pub- 
lica autentica Firma, e data del giorno la ricognizione fatta, e pre- 
sentate poi alli due Ministri principali del Banco, che uno chiama 
Giornalista, e ]’ altro Scontro, quali girano in [18] loro Libri come &i 
dira. I] Giornalista si traviene esse Procure e ne fa (quando vadino 
a devere) in un Libro, che ne tiene a parte il registro, e le pone in 
filza ed ammettendole ne gira la Partita. Sappiasi pero che nessuna 
Procura per |’ affare geloso del Banco del Giro, non dura piu d’ anni 
tre. 24 non si ammette poter far girare dalli Ministri partite di 
Banco nel Biglietto, quantumque firmato, ma bisogna, che la propria 
persona o suo Legitimo Procuratore si porti personalmente al Banco 
del Giro, e colla sua viva voce spieghi a chi intenda sia girata la 
partita, ed il formulario delle purole, che corrono in Banco sono le 
seguenti: per esempio che Tizio Fabiani volesse pagare a Sempronio 
Giuliani una Lettera di Amsterdam, dice,— 

Per Tizio Fabiani a Sempronio Giuliani una di Amsterdam di 
£100.: cosi scrivono li due Ministri Giornalista e Scontro ne loro 
separati Libri in parola, ed in abbaco e ad ogni partita tirano sotto 
una Linea, ed un Libro con |’ altro deve concordare, e tali sud* giri 
sono alli Negozianti di sufficiente cautela ne si passano fra di loro 
altre ricevate. Sappiasi che la parola Per forma debito, el’ altra A 
forma credito. Dandosi il caso, che il Giornalista nello scrivere par- 
tite variasse dello Scontro, e lo Scontro del Giornalista, allora un 
Giovane serviente alle Scritture e Registri del Banco, che molti sono, 
pone in un Libro, che tiene apposta, |’ una [18*] e I’ altra partita, e 
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domanda a Tizio disponente qual’ una delle due debba sussistere colla 
spiegazione, che basta, ed una, che esso Tizio gli fa, lascia questa, e 
cancella quella, e cosi ne squarci giornalieri, che sono diversi, perche 
molti possono travagliare, va Ja partita regolata in debito di Tizio, 
ed a Credito dijSempronio, ed in essi Squarci sapiasi che si pone il 
Conto giornaliero di cadauno del suo Dare ed Avere, perche ogni 
sera si ha da sapere e veder chiaro il resto, ossia avvanzo, 0 vogliam 
dire il Credito, che tiene ogn’ uno in Banco, ed essi tosto si portano 
in un Libro Alfabettato per trovar presto li nomi e cognomi di 
cadauno, da poterli dire a ciascuno il suo pero [?], e non quello degli 
altri, che lo ricercassero, e vedere, se concorda con quello per far 
anco seguire amende in caso di errori ad esso Libro, che si chiama 
precisamente il Libro delli Testi. 8° non puo veruno disporre del 
Banco Giro di partita se di questa non e creditore, o perche altri 
gliela abbiano girata, o perche |’ abbia acquisitata con il contante 
effetivo portato alla Cassa del Banco, ove pressiede un Cavalier 
Veneto Senatore eletto dal Senato e si chiama il Depositario del 
Banco Giro ed ogni mattina questo (eccetuate le Feste comandate, 
ed il Venerdi, che sono li giorni, che sta serrato il Banco quando non 
vi siano accadute altre Feste fra la settimana che in tal caso corre 
aperto il Banco il [19] Venerdi ad ora di Borsa e di Riduzione) siede 
esso Depositario al suo Mag* nel quale sta aperta la Cassa del Banco, 
e vi si ferma per lo spazio di due ore circa, ed esso con un altro Mi- 
nistro, chiamato il suo Scontro, che persona particolare e non Cavalier 
Veneto girano ambi nelli loro separati Libri tutte le partite di Cassa 
delli Contanti, che vengono portati dall’ uno e dall’ altro per aver 
partita in Banco in loro Conto, e Credito; e cosi viceversa le partite 
di Banco, delle quale |’ uno e |’ altro si propria del suo conto e credito 
con la fede, che deve presentare, come detto si e da prima per ricevare 
da essa Cassagdel Banco il Contante, ed ambi essi Libri del Deposi- 
tario e del suo Scontro si devono accordare a partita per partita, come 
si e detto delli due Ministri del Banco giro Giornalista e Scontro, che 
scrivono tutti i pagamenti delle Lettere di Cambio, cambj, paga- 
mento di Dazj alli Mag di Decime, Campatico, di Mercanzie &c 
tanto li Negozianti, quanto le persone particolari. Sappiasi pero che 
ingranditosi il Commercio e gli affari di esso Banco del Giro, non 
potendo supplire un sol Giornalista ed un solo Scontro, fu instituito 
altro Giornalista ed altro Scontro, sicche in due Luoghi scegliendo 
cadauno quello vuole che trova libero puo farsi girare le partite nel 
Banco del giro, e cosi si spicciano piu presto gli affari, ma in una 
stessa Loggia, nella quale e eretto al Pub® il prefato Banco del Giro,* 
*The bank occupied a part of the Fabbriche Vecchie, overlooking the 


Piazzetta di 8S. Giacomo, near the western end of the bridge of the Rialto, as is 
still shown by the name Sottoportico del Bancogiro, applied to the arcades 
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stanno pero li due Giornalisti, e 1i due Scontri separati i [19*] due 
dagli altre due in distanza proporzionata affine non si confondano le 
voci d’ un disponente di partita di Banco con I!’ altro disponente e 
venisse scritto da due Ministri quello, che dice Sempronio, quando 
avanti di loro hanno il disponente Tizio, lorche succedendo darebbe 
luogho a grandi disordini. 4° Quando il Depositario del Banco del 
Giro siede alla cassa Contanti del Banco, vista la negoziazione ridotta 
in buon numero alla Borsa, fa suonar una Campana che sta aposta es- 
posta fuori del suo Mag“ prossimo alla Loggia della Borsa, e con essa 
s’ intende che invita Negozianti alli loro traffichi ed affari, ed appuntasi 
a girarsi seambievolmente le loro partite in Banco, al qual oggetto ogni 
lettera di Cambio dopo scaduto il suo uso, e cosi ogni Cambio dopo 
fatto hanno sei giorni di rispetto al pagamento di Banco aperto, non 
contandosi le Feste per poter cosi appuntare girarsi scambievolmente 
alla giornata prima che [ passano ?] le partite, e sonata che sia la detta 
Campana nello stesso tempo il Deposit. volta 1’ Orologio a polvere di 
due ore e quando manca un quarto d’ ora a finirsi fa suonar di nuovo 
la Campana e questa da avviso a Ministri Giornali e Scontri che 
debbono finire di girare frappoco ulteriori partite, e tirare Marella ;* 
con questo termine si speciffica il fine di quella mattina e sotto |’ ul- 
tima partita scritta in quella faccia di essi Libri Giornali e Scontri, 
devono di suo pugno tanto li Giornalisti, che i [20] Scontri scrivere 
subito tirata la Marella, e fatto eso essi Ministri non possono in quel 
giorno mettere piu mano sopra di essi Libri, ma vanno questi subito 
portati al Depositario del Banco, quale di sua mano scrive in una 
Casella lasciatagli per tale efetto il suo nome, e cognome verb. q. cosi, 


N. N. 


Tanto li tre Giudici Pressidenti al Mag*® sopra Banchi che il Deposi- 
tario al Banco, durano in tal impiego 18 Mesi ed il Senato ne sosti- 
tuisce altri. 5. Nel grand’ estate le riduzioni all’ Borsa si fanno ad 
ora 14} circa,e durano fino alle ore 16} circa. Nell’ autumno alle 
ore 17 fino alle 19. Nell’ Inverno ad ore 19 fino alle 21. Nella Pri- 
mavera ad ore 17} sino alle 19}. 6 Licenziati che sono dal Deposi- 
tario del Banco tanto li sudetti quattro Libri Giornali e Scontri, 
quanto il suo Libro di Cassa, e del suo Scontro, che similmente da 


bounding the square. Sansovino in 1581 says of the arcades that ‘‘sono ogni 
giorno frequentati dai mercanti Fiorentini, Genovesi, Milanesi, Spagnuoli, Turchi 
e d’ altre nazioni diverse del mondo, i quali vi concorrono in tanta copia, che 
questa piazza @ annoverata fra le prime dell’ Universo.” Venetia Descritta, 
p. 252, b. 


* Rezasco defines Marella as, in Venetian usage, the line drawn at the end-of 
an account. 











392 QUARTERLY JOURNAL OF ECONOMICS [xxii] 


esso devono essere firmati ogni giorno, come si e gia detto degli altri 
quattro Libri, e tiratovi ad ogni uno la sua Marella, vanno portati 
subito sopra la Loggia, ove vi sono le Camere destinate alli Minis- 
tri Scritturali, che stanno diversi in diverse di esse Camere ed in 
alcune si portano i Giornali, ed in altri i Libri Scontri, e da graticole 
di ferro sono divise le Camere, non potendosi mai in esse Camere de’ 
Giornali portare i Libri Scontri, ne tampoco un Giovane Servente 
o Scritturale per li Giornali puo passare nella Camera delli [20*] 
Scontri (e tal regolazione fu fatto dopo un grosso intacco seguito 
nel Banco del Giro con |’ intelligenza e Collusione fra essi Ministri) 
e con la voce avvanti de passare in debito o credito a veruno qualche 
partita, e concordando |’ appuntano, e ciascuno la passe nel suo Libro 
Squarcio a debito di chi 1’ ha deposta, ed a credito di qual nome a 
cui e entrata. Sicche vie il Libro Squarcio nella Camera, ove vanno 
i Libri Giornali, ed il Squarcio pure nell’ altra Camera, ove sono i 
Libri Scontri; devendo essi Libri Squarci in cui vanno posti i Conti 
del dare o dell’ avere di ogn’ uno accordare in tutto, e tanto si deve 
trovare il resto di Tizio nello Squarcio di Giornale che nel Giornale 
[Squarcio] dello Scontro; Se poi nell’ appuntare le partite ne venisse 
trovato errore, viene sospeso il giro delle medesime, e vengono poste 
nel Libro nominatosi addietro, chiamato Libro errori: sentiro del 
deponente quali delle due partite deve sussistere, e con tal parola 
avutane, fanno li scritturali il Giro occorrente al Debitore e Creditore. 
Quattro sono li Squarci tirando ogni uno che é Alfabetto sei parole, 
cioe, Squarcio No. 1 A. B. C. D. E. F. il No. 2 altre sei Littere 
seguenti e cosi degli altri. La chiamata la fa il primo nome, cioe 
del Battesimo o primo nominato nella ditta, ossia ragione che con- 
tasse e tanto vi sono detti quattro Squarci nelle Camere Giornali [21] 
quanto in quelle di Scontri; e cosi piu Giovani aiutanti, e Scritturali 
con quelli alla mano dopo appuntate e concordate le partite, le pas- 
sano in debito e credito a chi spettano con prontezza a ciascuno nel 
suo Conto, che se fosse un Libro, o Squarcio solo, |’ affare anderebbe 
molto in lungo ne potrebbe mai essere terminato par la sera, onde 
vedersi i Resti, ed avvanzi di cadauno, come tanto importa ed e tanto 
geloso, si per la cautela pub* che per la privata, e poi puo essere 
necessario a chiechessia vedere il suo avvanzo, o resto liquido ogni 
giorno, perche occorrendo ne suoi proprij affari, pagamenti, possa 
quietamente disponerlo senza timore alcuno d’ intaccare il Banco; 
Un Aiutante del Banco chiamato Massaro esso solo porta nelle sud- 
dette Camere li sudetti Libri Giornali. Se per errore qualcheduno 
disponesse nel Banco del Giro piu partita di quelle avesse in avvanzo, 
si chiama allora intaccato il Banco, e nel termine di ore 24 deve 
pareggiarlo con piu un 10 p % di pena imposta delle Leggi,— affine 
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che ogn’ uno proceda con Gelosia in un affare di tanta importanza, 
e non si accosti al Banco spensierato; e questa pena del sud° 10% 
va repartita secondo i gradi alli Ministri servienti alle Scritture del 
Banco giro, per animarli viepiu all’ attenzione, e si céleola sempre 
1 intacco sopra la sola, o sole [21*] ultime partite che quel tal avesse 
disposte e per tanto meno si da Credito all’ altro, al quale era entrata 
essa partita; ma se in mancanza di essa partita lo facesse aver esso 
intaccante il Banco, non e pero sottoposto alla detta pena del 10% 
ma bensi la mattina dietro a pareggiare il suo conto non potendo mai 
stare il Banco piu di 24 ore intaccato, come per esempio 


Il di 3.7. bre 
Tizio avvanza in Banco del Giro nel suo Conto £108,.12.6 
Dispone il detto giorno le seguenti partite 
p. Tizio a Caio una di Londra £31.18.1 
p. do aSempronio &c 58.12.8 
p. do a Lucio & 28. 1.9 118.12.6 





£10 


di maniera che dispone £10 de piu del suo avvanzo, onde tra intac- 
cato il Banco: deve dunque irremissibilmente pagare la pena di D& 
10. Banco, che fanno £96. de piccoli e tempo 24 ore deve porre il 
fondo delle £10. Banco intaccato nel suo Conto esso Tizio, ed a 
Lucio, che e |’ ultima delle tre partite non va passato in Credito se 
non £18.1.9 e passato poi, o rimesso il fondo da Tizio delle intaccate 
£10. Banco allora nel di 4 vanno poste in Credito al d° Lucio le 
restante £10. dat’ egli di meno per la Lettera scrittagli da Tizio in 
Banco, non dovendo mai il Pub® Banco del Giro perdere cosa alcuna 
per intacchi, che venissero fatto [22] da chiachessia; se poi esso Tizio 
non supplisse pontualmente all’ intacco del Banco sud° nel termine 
stabilito di ore 24, allora oltre la pena del 10 p%, si procede contro 
di Lui criminalmente, tanto contro i suoi effetti mobili e stabili, che 
contra la persona, e tanto piu si procede subito brevi manu contro 
chi maliziosamente e fraudulentem® ardisse intaccato [intaccare] il 
Banco del Giro, con castigo secondo il caso, e delitto, e circonstanzie 
sino alla morte, e Bando Capitale, se il reo fuggisse. 8° Ogni delitto, 
che facessero li ministri Scritturali, aggiunti e serventi del Banco del 
Giro, di alterazione di partite, di supplanti di nomi, di disposizioni 
imitate e false, d’ intelligenza segreta fra di loro, e fra Negozianti, e 
persone particolari ancora, sono reputati per delitti di morte a drit- 
tura e condamnati alla Forca, rilevata, che sia chiara e patente la 
severita [?], non dandosi parvita di materia in essi. Tanto e geloso 
l’ affare, e pero e proibito a Ministri e Serventi del Banco il contrat- 
tare partita di Banco co’ negozianti ed altre persone a dirittura, 














394 QUARTERLY JOURNAL OF ECONOMICS [xxiv] 


dovendosi il tutto fare per mezzo de’ Pub“ Sensali de’ Cambj destinati 
apposta in No. di 24,e sono separati totalmente da quelli di Mercanzia, 
e contrattano la vendita e la comprada di partite di Banco de’ Cambj 
per le Piazze per le fiere di Besanzone, Leone, e Bolzano, per i Depo- 
siti, ossieno Cambj secchi con il pro del 5, 5} sino 6 p% all’ anno, che 
occorono [22*] stabilirsi fra l’ uno e I’ altro, ed ogni mille Ducati di 
Negozio da essi stabilito, che sono £160. B°, ciascuno contraente, 
tanto quello che da il denaro, che quello che lo riceve, e obbligato di 
dare al Sensale £4. de’ piccoli che sono circa otto Reali di Viglione, 
sicche guadagna 16 Reali di Viglione per ogni mille Ducati Banco. 

9° Ogni volta tanto la mattina che la sera che partono li Scritturali 
e Servente alle Scritture dalle loro Camere si delli giornali, che delli 
Scontri e obbligato il primo Scritturale tanto delli detti Giornali che 
delli Scontri serrare a chiave in uno Scrigno di Ferro tutti i Libri, ed 
esso unicamente nu’ é responsabile, perche ogn’ uno ben vede il gran- 
dissimo disordine, che nascerebbe se venissero traffugati o perduti. 

10° Questo Pub® ossia Governo per tenere sempre piu in credito 
sommo questa Banco del Giro riceve in esso Banco da tutti li suoi 
sudditi di questo Dominante per mezzo li [di] suoi respettivi 
Mag li pagamenti delle Decime sopra li Beni del Campatico, 
delle Tanse, delli Dazj, dell’ entrata ed uscita delle Mercanzie e cosi 
delli Finanzieri di tutti li pagamenti delle ratte che di mano in 
mano sono obbligati pagarli per il Dazio, ossia finanza del Dazio 
Oglio, Vino, Sale, Tabacco, Aquavite, Pelami ed in tale maniera ogni 
anno fa un Introito in Banco di piu Millioni di Ducati di Banco, 
ed al [23] incontro lo stesso Pub® per mezzo dei suoi respettivi Ma- 
gistrati va pagando con partita di Banco entratagli il suo Debito, e 
sue occorrenze, ne mai nessun Magistrato puo disporre partita, se 
non ha |’ avvanzo o credito, e n’ é responsabile di cio lo Scontro, ossia 
Ragionato, che pressiede a quel Magistrato appresso il Cavalier Veneto 
Cassiere, che non puo mai questo disporre ne portarsi al Banco 
senza tal ministro, ne questo Ministro senza il Cassiere, essendo 
proibito alli Ministri del Banco se non sono ambedue presenti ed il 
Ragionato, ossia Scontro del Magistrato deve dettare le partite, e non 
il Cassiere e pero d’ ogni intacco, e disordine e responsabile il sud® 
Ministro Ragionato, o vogliamdire Scontro, come ogni altra privata 
persona e castigata severamente, e se non venisse tenuto dall vigore e 
metodo colli Mag ancora, si renderia presto il Banco di nessun 
valore, e credito, e sbilanciato ne potrebbe nascere del gran dis- 
ordine come e seguito in altri Banchi che sono falliti, si per [ puo] 
aver disposto il Principato senza avvanzo di partita, che per esserci 
valso del Contante vivo, che era in Cassa del Banco, e cio segui alli 
nostri tempi in Vienna in tempo dell Imp* ultimo Leopoldo, ne mai 
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piu si ha parlato, no [n2] potuto cola eriggere Banco, perche li Ne- 
gozianti tanto di essa Citta che del Estere resto soccombente, ne vi ha 
voluto piu commercia[23*]re in partita di Banco, e tutti gli affari 
si fanno ora in Fiorini correnti per Cassa ne vie piu Banco di Sorta.* 

11° Ogni tre Mesi deve serrarsi il Banco del Giro, e cio fu istituito 
necessariemente per dar tempo e comodo alli Ministri Scritturali di 
fare il Bilancio Generale delle Mesi tre, che stette aperto, ed esso 
serrato durano giorni 16 in 18 circa ne in quel tempo la negoziazione 
paga ne riscuote alcuna Lettera di Cambio, ma tutto si porta per 
girarsi le partite all’ aperta del Banco, e cosi tutti li pagamenti de 
Cambj, che reciprocamente fanno e della partita di Banco, che uno 
dell’ altro comprasse con li contanti, che prontamente sborsa poiche in 
tempo di dette serrate del Banco, e serrata ancora la Cassa Contanti 
del Banco stesso, alla quale pressiede come si disse il Depositario. La 
prima serrata sari il sabbato preced* la Domenica delle Palme e 
s’ aprira il primo Lunedi dopo |’ ottava di Pasqua Seconda li 23 
Giugno, e la riaperta il secondo Lunedi di Luglio. Terza li 23 7» 
e la riaperta il secondo Lunedi d’ Ottobre. Quarta li 23 xe la 
riaperta il secondo Lunedi di Gennaio seguente. Fatto che sia il 
Bilancio Generale sud° dalli Ministri che deve battere e concordare 
fino ad un piccolo ossia denaro con i resti tutti, vien questo presentato 
dal Depositario al Senato, il [24] quale in questa maniera vede i 
reste ed avvanzi tanto pub“ che privati, che sono in Banco, de’ quali 
ultimi se ne argumenta il buon Credito in cui camina il Banco, e 
riaperta sia esso Banco, si formano sempre tutti i Libri nuovi quanti 
che fossero, se non per tre mesi sole, onde formano ogni tre mesi il 
nominato Bilancio. 

12° Aperto sia il Banco dopo le sue serrate, ogni aperta ha il suo 
termine di giorni sei di rispetto di Banco aperto per li pagamenti 
delle Lettere di Cambio, e delle Cambj fatti in serrata, come si e 
detto dinanzi, ed in essi sei giorni li Negozianti vanno incontrando, 
ed appuntando fra di loro le partite e pagamenti di mano in mano 
per non tirar tutto all’ ultimo giorno, che si chiama il sesto dell’ 
Aperta, perche questo renderebbe disaddato e voluminoso |’ affare 
per li Scritturali e non potrebbero certam® la sera aver formati i 
resti. 

13 Per tenere sempre piu il Concerto del Banco, é [e] fare |’ intiera 
Negoziazione si prevalga del medesimo, 8 obbligata questa di pagare 
per mezzo di esso Banco tutte le Lettere di Banco, cioe il Cambio, 


*For some account of the Giro-bank of Vienna, 1703-5, see Bidermann, Die 
Wiener Stadt-Bank (Vienna, 1859), pp. 10-15. The charter is given by Marperger, 
Beschreibung der Banquen, p. 223. The writer of the Discorso seems to have over- 
looked the establishment of the Stadt-Bank in 1706. 
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che portano |’ espressa dichiarazione di Ducati di Banco, nella qual 
moneta immaginaria tutte le Piazze estere negoziano, e cosi tutti li 
Cambj che reciprocamente fra di loro fanno li Negozianti [24*] me- 
desimi. 

14° A spese del Pub® errario sono pagati li Salarj alli Ministri 
tutti servienti al Banco med® come sono li Giornalieri, Scontri, Scrit- 
turali, Ajutanti, Massaro &c e vengono scelte persone capaci di tutta 
integrita,e buoni costumi, i quali prima di essere ammessi devono 
presentare le necessarie Fedi delli Magistrati competenti di non 
essere inquisiti, ne essere tampoco mai stati neppur compresi in 
veruna reita criminale, non essere per verun articolo debitori al Pub®, 
oltre di che devono dare adequato malevadore secondo |’ impiego nel 
quale sono collocati, cioe di Ducati mille 2.3.4 mille ancora d’ argento 
effetivi, ed essere esaminati fra le loro prove per |’ abilita e cogni- 
zione di registri e Scritture, coll’ approvazione ottenuta possono con- 
correre all’ impiego. 

15° Terminato che sia ciascun anno devono essere reposti in un 
Archivio del Mag sopra Banchi tutti i Libri delli Scontri che stanno 
poi a comodo e lume di tutti li Negozianti e persone particolari, oc- 
correndo loro d’ avere |’ estratto di qualche Conto o partita stata 
girata in Banco oppure vedere qualche reste ossia avvanzo di qualche 
persona che gia fosse morta e venissero li suoi eredi per essere ricono- 
sciuti Padroni, e poterne disporre, che in tal caso deve far constare 
chiaro |’ azione di essa eredita, o per mezzo di esso Testam® [25] o 
di legittima successione, ed e incombenza dell’ eccellente Avvocato 
Fiscale del Magistrato sopra Banchi |’ esaminare tutte le Carte, e 


’ trovando chiara, e legittima 1’ eredita del Supplicante esporre con il 


Fiat jus al Mag? intiero la cosa come sta, perche li Giudici almeno 
due in mancanza del terzo, sottoscrivono la Terminazione e danno il 
possesso al chiamato all’ eredita del resto, ossia credito della partita 
di Banco, che vi fosse in quel nome del deffunto, e 1’ Avvocato Fiscale 
deve garantire con quel fiat jus 1’ atto istesso colla sua robba, e vita, 
riportandosi li Giudici molto, e quasi si puo dire in tutto al Fiscale 
sud° che e il Consultore del Mag® ed informato delle Leggi, e de’ 
ricapiti validi e necessarj che occorrono; ed il Notaro del Mag® sopra 
Banchi deve riconoscere se tutte le Carte, Testamenti ed altre, che 
venissero presentate dalle parte siano valide e d’ autentica forma e 
trovandoli tali porvi sotto di suo proprio pugno |’ approvazione ed 
autentica in forma, per poter poi passare le medesime all’ esame in 
merito dell’ Avvocato Fiscale, ed a cauzione poi del Mag® sopra 
Banchi devono restare tutte le Carte autentiche, Testamenti, ossia 
quell’ articolo di Testamento che fa al caso in mano di esso Notaro, 
e dare alle Parti copia autentica dell’ atto, e di quel piu, che li venisse 
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ricercato; e questi tali atti tutti vanno a spese delle Parte, e non del 
Pub® e cosi le mercedi per Ji suoi Consulti all’ Avvocato Fiscale di 
esso Mag” sopra Banchi. 

[25*] 16° Finalmente poi i Libri tutti delli Giornali terminato 
l’ anno vanno in altro Archivio di Zecca, e custoditi ancor essi con 
somma gelosia per non azardarli tutti in un’ istesso Luogo, ed esposti 
all’ incendio, transfugamento ed altre accidente, che sopravenisse 
nella Casa ove sono, ne di questi si fa uso, se non venisse il caso 
della perdita de’ Libri Scontri ma il Pub°® puo farne uso quando 
credesse bene e necessario dove fare qualche riscontro, ed esame. 


fine. 
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